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In the Record 


Light on Lustron 

Lustron! Now a ghost which will not down, or so it 
must appear to harassed RFC officials. Texmass is a night- 
mare, too, and it could be that other Lustrons and Tex- 
masses may presently emerge. 

But, of course, the RFC can’t be judged wholly on such 
cases. How about its over-all record as a lender of the 
people’s money? Is there really any need for an organiza- 
tion of the sort under existing conditions? Is the shortage 
really in soundly conceived projects rather than in funds? 
What about the “little fellow” whose credit at the bank is 
not of the best? Is a government agency likely to be suc- 
cessful in separating the goats from the sheep? 


These are some of the issues which may well have much 
to do with the future of the RFC. Turn to page 262 for a 
factual survey of the business loan operations of this cor- 
poration, recent testimony, and some of the current opinion 
about these highly controversial matters. 


Businessmen Look Ahead 


What executives think about business conditions in the 
second half of 1950 is presented in this issue. Their views 
embrace operations, new orders, shipments, raw materials, 
inventories, profits, prices and capital outlays. Industry, as 
well as topical, breakdowns, make it easy for the reader to 
pick and choose according to his interest (pages 281-292) . 
And. a general summary, along with tables, provides a 
quick look at the whole business world (pages 257-260) . 


An American Custom 


A far cry from Malthus’ fear that the world would go 
to pot if the working man got much more than sugar for 
his tea is the statement in this issue’s Business Highlights 
that our current prosperity is partly held together by the 
increased buying of luxury items by “everyman.” Actually, 
if this is true (and why not?), it is only a deepening and 
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broadening of a process that has always gone on in indus- 
trial America—that of greater and greater production of 
specialized articles marketed at increasingly lower prices. 
So, today, demand is widespread for television, vacuum 
cleaners, refrigerators, radios, and a hundred, thousand, 
five thousand other one-time luxury items. For the indi- 
vidual buying one or more of them, it means finer living, 
the satisfaction of possessing things fervently wanted. 


Defining the Field 


There are two approaches to arriving at a definition. 
One is after the discussion when differences have been 
thoroughly aired. The other is to start with defining the 
definition. In the article on the RFC, on page 262, it 
is well to get hold early of the meaning of the term 
business loans. Since when were railroads and the build- 
ing of prefabricated houses not a business? 

And speaking of terms and their meaning, one that 
crops up frequently in journals like The Business Record is 
nonmanufacturing. Like the areas not covered by RFC 
business loans, it’s bigi) and important. Big in that it em- 
braces more workers than are engaged in manufacturing. 
Important, moreover, in that we eat by it, ride by it, tele- 
phone by it, heat our homes by it, ete. 

Relatively little attention has been paid to the progress 
that has been made in productivity in many sections of 
this huge nonmanufacturing area. The article on page 274 
discusses the advances made during the recent Forties. 


Canada Is Doing Well 


Life runs the same up in Canada as here—but with dif- 
ferences. Like us, they work for a living and pay taxes. 
But unlike here, tax rates have been steadily reduced, re- 
ceipts have been high and the government is operating with 
a surplus. Eight graphs of Canadian life as it has been from 
1946 through 1949 are presented on pages 270-273. 


Business Highlights 


Analyzing the Buying Bulge 


Some Significant Parallels to 1948— 
Luxuries for Everyman 


HE 1950 boom is reaching or passing the 1948 

boom highs. At the same time, it is changing 
somewhat in character and growing more like its pre- 
decessor. For the consumer boom seems to be losing 
acceleration while capital goods are gaining it. 

Thus the question: Will this boom grow so like that 
of 1948 that 1951 will mean a repetition of 1949? Few 
executives riding the boom’s on-rushing momentum 
are asking that question. Yet quite a few business 
economists have asked it— and answered it affirma- 
tively—in recent weeks.! 

Over-all business totals have moved close to or be- 
yond 1948 highs. Gross national product, at a first- 
quarter rate of $264 billion annually, has now ap- 
proached the top $270 billion rate of 1948’s fourth 
quarter. Total employment, higher in May than two 
years ago, has since climbed seasonally toward the 
61.5 million record of two summers ago. Industrial 
production, around an index of 193 in May, last month 
went closer to the peak of 195 hit toward the end 
of 1948.2 

Major differences between 1950 and 1948 persist, of 
course. Commodity price averages remain lower now 
than then, while stock prices stand substantially 


higher. Consumer spending is larger than two years. 


ago and business spending smaller. 


PRICES ROSE THEN TOO 


But the trends have grown more similar than differ- 
ent. Prices are rising now as they were then. And 
stocks were gaining then—in the first half of 1948—as 
they have been this year. Too, capital expenditures 
are advancing again. They have picked up from win- 
tertime lows to a planned level for this quarter 3% 
higher than a year ago (but still 7% lower than in 
1948). Inventories also are expanding rapidly. 

Consumer spending, meanwhile, has somewhat 
slowed its rate of gain, at least on a seasonally ad- 
justed basis (see chart). But that seeming fact may 
not mean too much in reality. Seasonal adjustments, 
pretty much based on prewar patterns, may be 
wide of the postwar mark. Unadjusted sales totals 
naturally have risen from winter lows to spring 
highs. And, even on an adjusted basis, both dollar 
and physical totals have continued to gain. 

1See “Business Forecasts,” p. 261. 


2And the index may understate output; see June Business Record, 
p. 210. 


Thus, no serious signs of a slackening have ap- 
peared. Indeed, automobile sales have spurted in re- 
cent weeks, once production went all out. Depart- 
ment store sales have topped year-ago levels in the 
past two months. Apparel markets have taken new 
hope for autumn business. Food store sales have be- 
gun to reflect higher meat prices. And so on. 

But there is reason to question what is the real 
strength of consumer buying trends. For it may well 
be the nub of the matter, as in 1948. Then, as now, 
rising inventories and capital outlays provided a big 
backlog for second half business.1 Yet a letdown in 
retail spending in 1948 touched off a later readjust- 
ment in inventory and curtailment of expansion plans. 
Any signs of that now? 


NO HOLDING BACK 


One hopeful index to consumers’ “propensity to 
spend” is what has been happening to personal sav- 
ings. (Savings are income, after taxes, minus con- 
sumer expenditures.) So far this year they had not 
risen much, if at all, while spending was expanding 
and consumer prices stabilizing. Back in 1948 they 
rose sharply from the second to the third quarter, 
paralleling a jump in the cost of living and a drop in 
the volume of goods bought at that time. During 
1949 they declined again as prices went down and 
buying of goods went up. 

The income-spending-savings picture for the first 
half of 1950 has been complicated by the veterans’ 
insurance dividend. Most of that dividend was saved, 
a smaller portion spent.? Official estimates are avail- 
able only for the first quarter, when the bulk of the 
dividend was paid. In that quarter, if the dividend is 
counted as income, savings naturally show a big rise. 
Yet the dividend cannot be wholly excluded from in- 
come, since it no doubt did affect expenditures, too. 

Tentative estimates for the second quarter, how- 
ever, now allow a clearer picture. The annual rate of 
personal savings in the fourth quarter of 1949 was 
close to $11 billion. In the second quarter of 1950 
it was about $13 billion, including the dividend pay- 
ment in that period as income. And it was only $10 
billion, excluding the dividend. Thus the basic sav- 

1See June Business Record, p. 213-215. 


2That was already foreshadowed by analyses of similar veterans’ 
windfalls in the past. See “How Will Veterans Spend the Money ?” 
January Business Record, p. 23. 
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ings rate—excluding the dividend both from income 
and from its effects on spending—has been holding 
fairly stable in the past half year. Meanwhile, the 
basic income rate, excluding the veterans’ dividend, 
was expanding $4 billion a year and basic expendi- 
tures, even without the dividend, by almost a com- 
parable amount. 


EFFECT OF VETERANS’ DIVIDEND 


Naturally, the $2.8 billion windfall—averaging $175 

to 16 million veterans—has acted as a benefit and 

' stimulus to spending. And naturally, as that stimulus 
tapers off, the rise in spending might slow down. But 
most of the dividend was saved initially, two thirds 
in bank accounts and the rest in the form of debt 
repayment and down payments on homes. Those sav- 
ings are apt to be spent over a prolonged period. 
Hence the benefit to spending from the dividend may 
let down gradually. 

Rather than the temporary effect of the dividend, 
the main force behind the spending upsurge has been 
a rise in wage incomes. Farm incomes are off appre- 
ciably from what they were two years ago. Corpora- 
tion dividends, transfer payments, and similar in- 
comes are up very slightly. Wages and salaries have 
risen above early 1948 levels up to or above late 1948 
highs—and they comprise nearly two thirds of the in- 
come total. 

A new Conference Board computation has been 
made of average earnings of all employees! (not just 

1Average earnings for all employees were computed in three ways: 
(a) BLS average earnings for industries covering some two thirds of 
nonfarm employees were averaged; (b) Commerce unadjusted totals 
of wages and salaries were divided by Census data on nonfarm em- 
ployment; (c) Commerce nonfarm wages and salaries were divided 
by BLS nonfarm employment, both series seasonally adjusted. 

Results were quite similar on all three computations. They were 

__ averaged to obtain the earnings curve shown on the chart. For 1950, 


_ the lowest and highest results of the three methods were within one 
percentage point of each other. 
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factory workers). It shows a rise of about 8% since 
the start of 1948 (and that excludes pension and simi- 
lar benefits). And real earnings— with living cost 
indexes now near what they were then—have expand- 
ed comparably (see chart). Granting a possible error 
of 1% or so either way, owing to possible imperfec- 
tions in the statistics, that still adds up to a substan- 
tial advance. 

That 8% advance in average earnings means a much 
larger gain in income available for durable goods pur- 
chases, over and above necessities. And so it accounts 
for the main shift in the retail picture. That is a 15% 
jump in dollar spending on durable goods since 1948 
(an even larger gain in physical volume), coupled 
with a.5% easing in nondurable dollar sales. 

This is what explains the increased buying of 
consumer durables in 1950, especially in the lower 
price brackets. This is what characterizes the boom 
as one of “luxuries for everyman.” This is what has 
carried home building to a new record rate of 1.5 mil- 
lion units a year from a 1948 total of 930,000; and, 
along with it, sales of furniture, refrigerators, and other 
home lines to new highs. This is what has lifted pass- 
enger-car assemblies above a rate of 8 million a year 
from a total of 4 million in 1948; what has boomed 
television; and so on. Heavy use of consumer credit 
has been a big factor. 

One day all this output may physically saturate 
the market, when most or all those who can afford 
to buy will have already done so. Demand then 
might suddenly dry up. It might happen any time. 
But there is no easy way to plumb the depth of this 
postwar market. And so no one can tell for sure 
if this end is in sight soon or still quite far off. 

Rising prices are the more immediate, short-run 
threat. They can cut down the income margin avyail- 

*For background, see May Business Record, ““What Makes Business 


Good. 


Consumer income rises... and so does spending... so savings hold steady 
Billions of dollars; seasonally adjusted quarterly totals at annual rates 
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PERSONAL 
INCOME 


INCLUDING 
VETERANS’ 
DIVIDENDS 


1948 1949 1950 1948 
Note: Second quarter, 1950, estimated. 
Sources: Department of Commerce; THz ConrERENCE Boarp 


BUSINESS RECORD 


CONSUMPTION 
/ EXPENDITURES 


PERSONAL 
SAVINGS 


1949 1950 1948 1949 1950 


Consumer Buying Gains 
Billions of dollars at seasonally adjusted annual rates 
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DOLLAR VOLUME 


PHYSICAL VOLUME 


CIN IST QUARTER, 1948 PRICES) 
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NS 
1948 1949 1950 


Note: Physical volume obtained by deflating consumption expenditures by re- 
tail, price index. Deflation of over-all spending by average prices check, 
against method of deflation by groups of expenditures. Second-quarter, 1950 
data are estimated. 


Sources: Department of Commerce; THz CONFERENCE BoarpD 


able for durable goods—or at least diminish willing- 
ness to buy. That is what happened two summers 
ago. Living costs went up; that canceled gains in 
money wages; volume of goods bought fell off; sav- 
ings increased as the consumers, pinched by living 
costs, retrenched and as farmers and small business 
reinvested profits from high prices in larger inven- 
tories.1 


THE PRICE BRAKE 


The price danger is less serious today—but it is 
beginning to reappear. The uptrend began with the 
second quarter and has continued. The real question 
for the third quarter is how much of the rise will 
reach into consumer prices. 

For the full repercussions on consumers have yet 
to be felt. At the start of a price rise, only individual 
commodities move up. Then the advance spreads to 
other products. It goes from raw materials to more 
finished goods and then from wholesale to retail levels. 

That is beginning to happen now. The uptrend 
has fanned out—from meats to hides, from lumber to 
wood pulp, and, more generally, to some of the tex- 
tile, apparel, paper and other soft goods lines. Thus 
far, too, many of the cost increases in steel scrap, 
nonferrous metals, and other raw materials have been 
absorbed by the less flexible price structures of steel, 
automobile, and other major industries. And that 
has protected prices and buying. But this can only 
soften the blow. As time goes on, consumer prices 
may continue to go up, even after major raw materials 
stop increasing. 

Therein may lie the danger to the consumer boom 


1See article on savings in September, 1949, Business Record. 


—especially since consumers earlier this year reported 
they expected hard goods prices to come down. Thus 
—still—“the area of prices is the thing to watch.”! 

Much yet depends on what trend prices now take in 
commodity and wholesale markets. Caution has been 
emphasized in many quarters, most notably at last 
month’s annual convention of purchasing agents. 
There the point was made that inventories might 
catch up to needs on many items before long—and 
prices, accordingly, might reverse their field. At mid- 
June, it appeared that the rise in several major com- 
modities might have come to a halt. 


“Real”? Wages Still Advancing 
Index numbers, first quarter, 1948 =100 


EARNINGS, ALL EMPLOYEES 


ACTUAL 


COST OF LIVING 


1948 1949 1950 


Sources: Bureau of Labor Statistics; Department of Com- 
merce; THE CONFERENCE BoarD 


On the other hand, psychology in a variety of other 
markets has turned more generally inflationary. Per- 
haps this is happening only among the laggard mar- 
kets in the price race—while the front-runners are 
slowing down. Yet there are many natural business 
reasons why price psychology today tends to be 
bullish. 

One is the growing expectation of other wage in- 
creases in the wake of the General Motors settlement. 
Talk is now general that the steel union this fall will 
ask for a rise in basic rates for 1951, under the wage 
reopening clause of the contract which takes effect 
at the end of 1950. Steel’s basic wages have not 
changed since the spring of 1948— leaving aside pen- 
sions and similar benefits. But GM _ hourly rates 
now are up 5 cents since then and are slated to rise 

1See May Business Record, p. 172. 
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4 cents more next spring (exact wage levels will de- 
pend on living costs; see page 254). 

It is true that recent wage boosts in automobiles 
have not caused car prices to go up. But auto com- 
panies have a larger profit cushion than others. Among 
half a dozen key industries—steel, rubber, chemicals, 
farm equipment, and electrical machinery, as well as 
autos—profits per worker in 1949 were largest in 
automobiles. They were almost as high in chemicals 
—a growing industry with extraordinary research and 
expansion needs. Among key companies in the other 
industries, profits per worker generally ran substan- 
tially lower. In many cases they were only a half or 
a fourth as large. 

Needless to say, earnings per worker is certainly 
no statistical touchstone for many business purposes. 
Yet it is relevant, if only indirectly, to this point: 
other lines than automobiles may not be so able right 
now to withstand pressure on their prices arising from 
wage demands. And that fact undoubtedly plays 
some part in price psychology today. 


Inventories Start To Climb 
Billions of dollars; seasonally adjusted 


ALL BUSINESS INVENTORIES END OF MONTH 


Source: Department of Commerce 


Another key factor in price psychology and price 
behavior—as both cause and effect—is inventory buy- 
ing. At the start of the year, rebuilding was needed: 
of stocks of cars among dealers; of steel at auto and 
other plants; of coal for steel mills and other indus- 
trial users; and of lumber, some appliances, and a 


1For example, the figure takes no account of variations among 
industries in investment per worker, cyclical behavior, risk, and other 
factors. Thus profits per worker, which vary among companies and 
industries, cannot be simply regarded as funds available to pay 
wage increases. 
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number of other products. Inventories had been de- 
pleted for a number of reasons—strikes in coal and 
steel, unexpected demand for cars and homes, and 
because of conscious curtailment earlier in 1949. 

These gave the initial impetus to inventory build- 
ing. Second stage came when operations and sales 
began to rise—in response to customers’ inventory 
needs or consumer buying. More raw materials were 
needed to feed faster-paced production lines—and 
more finished goods to supply the swifter wheels of 
distribution. Once supplies began to tighten up under 
this doubled-up pressure of basic inventory demand 
plus increased consumption, a third phase began. 
That was—is—protective buying for inventory. 

Now—again, as in 1948—we are well along in in- 
ventory building. By midyear, the uptrend should 
have carried business inventories at least halfway 
back to the peaks of 1948. And another quarter of 
stockpiling, at the recent rate, should reach those in- 
ventory highs. That’s in dollar value. In physical 
volume, with price averages off since 1948, total busi- 
ness stocks of goods may now be at a new record. 
Inventories in relation to sales—for manufacturing 
and wholesaling—already this spring were above those 
prevailing during most of 1948. And in retailing they 
were close to 1948 highs. 

All this suggests that some over-all shift in inven- 
tory policy may be in the offing for the second half of 
1950. The 1948 inventory levels need not prove the 
ceilings for 1950, if both the consumer and capital 
goods booms continue. Yet some slowdown in the 
inventory expansion must develop sooner or later— 
and it may well be in 1950, not 1951. 

If that occurs fairly soon, it could take some pres- 
sure off supplies and prices. And production that had 
been going into inventory might be channeled to ex- 
pand the flow of goods to final consumers. In 1948 
it did not happen that way: Consumer buying slack- 
ened first and inventories continued to accumulate. 

Thus the third quarter will begin a testing period 
not only for consumer prices and consumer buying 
but also for business spending on inventory. 


A BIG TAX BILL 

Later in the year one factor that may play a role 
in inventory policy is the availability of corporate 
funds. Taxes are being paid this year on last year’s 
profits—and they will need to be paid next year on 
1950 net. But the 1949 tax liability was only $11.2 
billion, while this year it may well be nearer $13 
billion for all corporations, if profits maintain re- 
cent rates. Hence, toward the close of the year cor- 
poration controllers will have to start thinking about 
sources for funds for payment of the first 1951 instal- 
ment on 1950 earnings. 

SANForD S. PARKER 
Division of Business Economics 


INCREASE IN WAGES UNDER 1948 AND 


An 1l-cent increase became effective 
May 29, 1948. The improvement factor 
boosted basic wage rates 3 cents. The 
other 8 cents were an adjustment for liv- 
ing costs. Five cents of this 8 cents could 
be cut off if living costs fell enough. 
Wages were adjusted quarterly. For each 
rise or fall of 1.14 points in the BLS 
index of consumers’ prices, wages were 
adjusted 1 cent an hour up or down. 
Wages could not be cut more than 5 
cents during life of contract, but there 
was no limit placed on how high this 
allowance could rise. 


A further “improvement” rise of 3 cents 
an hour became effective May 29, 1949. 


Result: GM workers netted a 12-cent an 
hour pay increase at end of agreement. 


For most of the period the rise totaled 14 yyy29, 


cents an hour. 
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A 4-cent an hour “improvement’’ in- 
crease became effective May 29, 1950. 
Each year through 1954 an increase of 
this amount will be made in the basic 
wage rate. Cost of living escalator clause 
of old contract continues. Downward 
adjustment cannot touch basic rates; 
again no limit to upward revisions. 


Just before the new agreement was 
signed, a 3-cent living-cost allowance 
resulted from old contract. This 3 cents 
an hour is the maximum downward wage 
revision possible during life of the new 
contract, since this was the difference 
in early May between the pay rate and 
the basic rate—and the basic rate is not 
reducible. 


Result: By May, 1954, GM workers will 
have received a minimum wage increase 
of 17 cents above early May, 1950, re- 
gardless of declines in living costs. They 
will have received 20 cents more if liv- 
ing costs stay the same—and even more 
than that should living costs rise. 
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UNDER 1950 GM—UAW AGREEMENTS 
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TOGETHER, the 1948 and 1950 contracts will have added at least 29 cents to GM automobile workers’ 
hourly pay. This would bring their average hourly earnings to about $1.79 by May 29, 1954. 
If Chrysler and Ford are to match this 29-cent minimum rise, they will have to add 16 cents to hourly 
rates between now and May 29, 1954. Steel wages also would require a raise of 16 cents an hour. Gen- 
eral Electric, the rubber companies and northern cotton textile mills would have to pay 18 cents an hour 
more, and woolen mills 14 cents additional. About 8 cents would bring the increase in bituminous coal 
hourly wages since 1948 up to the 29-cent gain. A uniform cents-per-hour increase would be greater 
-percentagewise in some industries (textiles, for example), in which actual hourly earnings are traditionally 
lower than in automobiles; in industries with higher hourly wages, the relative gain would be less. 
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THAT GM CONTRACT 


(Continued from preceding page) 


] How good will the General Motors-UAW-CIO 
agreement look to the participants in 1955? Much 
will depend on the course of bargaining in other 
industries. The five-year contract assures the em- 
ployees definite annual gains, but year-to-year bar- 
gaining in other automobile companies and in other 
industries could, by comparison, overtake the wage 
hikes provided in the five-year contract. 

But is this likely to happen? Predictions of this 
sort are hazardous, but there are reasons to doubt 
whether by May, 1955, the UAW-CIO will regret its 
five-year contract with General Motors. 

In the first place, the 10-cent to 20-cent increases 
of the first three postwar wage rounds are past history. 
Today, as a result of soft spots in the economy and 
uncertainty and unemployment in some areas, a 
nickel is a wage increase of which a union leader can 
well be proud. Of 576 contracts negotiated in 1949, 
Tue Conrerence Boarp found that about half called 
for no wage increase; of 175 contracts in which an 
hourly wage increase was granted, 111 were for in- 
creases of 5 cents an hour or less.1 

If this is true during the present prosperity, it will 
be even more so if business conditions worsen. Then 
wage increases seem likely to be few and far between. 
But the GM contract not, only gives the automobile 
workers a 4-cents-an-hour increase in 1950; it insures 
them a like amount for each of the succeeding four 
years regardless of business cycle vicissitudes. 

Of course, it is conceivable that the 10-cent to 
20-cent wage increase may again become the trend 
in the future. Most likely such an eventuality will 
not occur unless it is preceded by a sharp rise in the 
cost of living. During the next five years, however, 
GM automobile workers will receive wage increases 
to compensate for cost of living rises no matter how 
much living costs go up. Hence, their total wage gains 
in any inflationary cycle during the next five years may 
be at least as great as most other employee groups. 

As a matter of fact, the GM contract may well pro- 
vide the wage pattern for the next few years, just as 
in 1948, when the GM-UAW agreement opened up 
the third round of increases. It would not be at all 
surprising if future wage increases, especially in mass 
production industries, came pretty close to equaling 
the 4-cent improvement factor, plus or minus any 
changes made in the GM workers’ pay envelope as 
a result of changes occurring in the cost of living. 

In terms of fringe items, the GM contract is also 
ahead of the pack and a probable trend maker. Not 
only is a basic pension of $100 a month (including 


1See Tur CONFERENCE Boarp’s Studiesin Personnel Policy, No. 
105, “What Happened in 1949 Wage Negotiations.” 


Social Security payments) provided for those with 
twenty-five years’ service who retire at sixty-five 
years of age or over, but the pension will be increased 
for certain long-service employees when Social Secur- 
ity payments are increased. Already Studebaker is 
reported to have agreed to the GM pension formula. 

UAW-CIO also secured its demand for equal au- 
thority with General Motors in deciding who is eli- 
gible for pensions. In addition, the contract calls for 
disability, sickness and accident benefits and life in- 
surance, and for vacation pay of three weeks for 
those with fifteen years’ service. Workers with less 
than fifteen years’ service will continue to receive 
one to two weeks’ vacation pay. 

Finally, the union obtained a modified union shop 
under which new employees must join the union after 
ninety days and remain union members for one year 
as a condition of employment. At the end of the 
year an escape period is provided, during which time 
workers may resign from the union without penalty. 
Union dues will continue to be deducted by the com- 
pany from a worker’s pay when individually author- 
ized. The five-year contract not only leaves the union 
free to concentrate on bargaining with other com- 
panies and on such other activity as it may desire; it 
also provides the wherewithal through steady mem- 
bership and income from General Motors workers. 
y) Will the company be as satisfied with the five-year 

contract in May, 1955, as it is today? Here, again, 

predictions are hazardous, but again it looks like a 
good deal from the company’s point of view as well 
as from the union’s. At a time of unprecedented de- 
mand for automobiles, GM is assured of uninterrupted 
production for five years, since neither the union nor 
the company can reopen the contract for any reason. 

Moreover, the company has the union’s agreement 
that it will cooperate in the introduction of techno- 
logical improvements. The contract states: 

“The annual improvement factor provided herein rec- 
ognizes that a continuing improvement in the standard 
of living of employees depends upon technological prog- 
ress, better tools, methods, processes and equipment and 
a cooperative attitude on the part of all parties in such 
progress. It further recognizes the principle that to 
produce more with the same amount of human effort is 
a sound economic and social objective.” 

It is possible that prospective purchasers of GM 

cars can be benefited by price reductions and qual- 

ity improvements. In the past, such consumer benefits 
have resulted largely from technological progress. 
Under this contract, employees are guaranteed 4 cents 
an hour a year. Therefore, price decreases or qual- 
ity improvements would seem to depend upon the pos- 
sibilities for annual technological savings of greater 
than 4 cents an hour an employee unless profits are 
cut into. President Wilson of GM is optimistic: 


(Continued on page 292) 
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Profit Outlook Brighter 


HESE are the highlights of opinion as reported by 
198 manufacturing companies cooperating in this 
month’s survey of business practices: 


* The profit outlook for 1950 is more favorable 
than six months ago. 

¢ Finished goods prices are expected to remain 
steady despite a possible rise in raw material prices. 

® Operations and new orders will be higher in the 
second half compared to a year earlier. 

® New orders will be shipped promptly, causing a 
temporary reduction in inventories. 

¢ Future inventories, as a percentage of sales, will 
remain about the same. 

® Most companies believe there will be an adequate 
supply of raw materials, although a few basic com- 
modities are now spotty. 

® Capital outlays may increase, as many com- 
panies are going ahead with expansion or replace- 
ment plans which have been held in abeyance. 


PROFITS AND PRICES 


A brighter profit outlook for 1950 is foreseen by 
more than two fifths of the cooperating companies. 
This is a slight improvement over the first of the 
year when only a third of the reporting manufac- 
turers expected 1950 profits to exceed those for 1949. 

Some of the industries that suffered setbacks in 
profits last year expect to do better this year, par- 
ticularly the machine-tool and textile companies. The 
industrial machinery companies, however, are ex- 
pecting poor profits again. Of eighteen reporting ma- 
chinery companies, eleven expect profits to decline; 
five expect no change; and only two look for improve- 
ment. The three participating railroad equipment 
manufacturers also report a possible decline in profits 
this year. 

Some of the industries that enjoyed good profits 
last year expect to do as well or better this year. 
For example, six of the seven cooperating electrical 
appliance and supply companies look for higher 
profits. Seyen of the eight chemical companies re- 
porting and all six building material and supply com- 
panies expect to do as well as last year or better. On 
the other hand, the electrical machinery industry, 
which had good profits in 1949, expects profits to 
drop off. And, despite the building boom, four out 
of seven heating and plumbing companies expect 
declines. 

Higher profits are resulting from several causes. 
An automobile equipment company’s profits will in- 
crease 15% to 20% as a result of “a major economy 
program instituted in 1949, the effects of which have 
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been increasingly felt during recent months.” A steel 
company’s higher profits are “attributable to increased 
volume.” An instrument manufacturer cites “in- 
creased sales volume and constantly decreasing costs.” 
A chemical company credits “new developments.” 

Finished goods prices will remain the same, if 
wage rates and raw material prices do not increase 
substantially, according to almost seven out of ten 
of the reporting manufacturers. Some of these manu- 
facturers, however, are concerned about the effect 
of pensions on operating costs and indicate that the 
granting of pensions may force their prices up. 

Fewer than one tenth of all reporting companies 
foresee declines in the price of their products. In 
the chemical group, however, three out of eight ex- 
pect to lower their prices. 

Although nearly a fourth of the companies predict 
price increases, only the heating and plumbing, ma- 
chine-tool, and building material industries show a 
strong tendency in this direction. 


ORDERS AND OPERATIONS 


The new-order outlook for the second half, as com- 
pared with the first half of 1950, is confused. About 
a third of the reporting companies anticipate increases, 
another third expect declines, and the remainder fore- 
see no appreciable change. Three out of five manu- 
facturers, however, expect new orders in the latter 
half of 1950 to be higher than in the corresponding 
months of 1949. 

The outlook is particularly favorable for those com- 
panies selling to the construction industry. The 
boom is boosting sales of building material, hardware, 
heating and plumbing, and electrical appliance and 
supply companies. 

These industries, along with steel, chemicals, petro- 
leum and paper, are expected to have a higher level 
of factory operations in the last half of this year than 
in the corresponding months of 1949. The only nota- 
ble anticipated decline is in the electrical machinery 
industry, where four out of six companies expect some 
cutbacks. 


SHIPMENTS 


Despite rising orders, most companies expect to 
make prompt shipments. The principal exceptions 
are companies making building material, hardware, 
steel and paper. 

The building boom is pressing particularly hard on 
building material companies, most of which are cur- 
rently operating at capacity. Four out of the six 

(Text continued on page 260) 
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Table 1: Profits and Prices 
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Table 2: Operations and New Orders 


New Orders—Second Half 1950 os. — 


Industry Second Half 1949 First Half 1950 Second Half 1949 
Higher Same Higher | Lower Same Higher | Lower Same Higher | Lower Same 
Air-conditioning equipment. ........... Q He Q 1 sak ites 1 ae 1 
Automobiles, equipment............... 3 3 3 1 1 1 3 1 Q 1 1 
Electrical appliances and supplies....... 5 2 7 Li F 1 Q 1 4 ce, 
Electrical machinery. ............:...- 3 Hie 2 4 es 1 2 Q Q 2, 1 
Hardware siict cease totee scien: Q Q 3 if 1 Q g 1 5 $0 
Heating and plumbing................. 5 1 3 1 Q 3 1 Q 5 1 
Industrial machinery—general.......... Q 7 3 Q 2 3 athe 6 4 2 1 
Industrial machinery—specialized....... 4 Q 3 Q 3 1 9 8 1 2 3 
Instruments and controls.............. 3 1 3 oe 1 1 al 1 Q : eee 
Machine) tools: a3 Hs See ate ee 3 2 4 1 1 1 3 1 1 Kt ae 
Office equipment) ann545 cei nei: ak 3 Q 1 1 1 1 3 Q Q ae 
Railroad equipments ss. so ncelek Geeales 1 2 3 1 : 3 Q sia ul 1 ites 
Steel. acne aa eee ae ere een ne 4 4 : i z 1 i This 
Miscellaneous metal..............+.... 6 7 6 8 3 3 4 6 Q 3 
sLotalametaless tee ain, ane EL) cane 39 86 48 16 16 25 Q7 37 12 11 
Apparel ties as Ayinielests a Co onanraay 1 Site Q ae 1 1 aot, Be 
Building materials, supplies............ 8 8 5 hie Mrs 8 ate aah 
Chemicals 72.) aed iss ira eres 3 Q 5 ate 1 5 cae 1 
O00 | UWE Gee eNO Gut cnt near cee 6 1 5 2 4 1 al 1 
Leather, tinb5) 2 avoid eiaiets gateaes week Q 1 Q Bete ee Q aan eve 
Mining and quarrying................. 1 Bate Q 1 ae oie 1 sta 
Paper, products icra jerleinarta terse stares 1 us 4 1 4 Q 1 4 
Petroletrny A.) tars sse Ae slate sou aera sins alee 4 nee 4 1 te Q 1 ite 
Textiles2.) 5) itditcnis sacs ou hein pieaas oecaiteg’ 4 8 4 1 4 3 1 2 
Miscellaneous nonmetal................ 4 5 7 9 2 Q 1 8 
Total nonmetal: tin Oy ose cute selene 29 29 40 8 16 Q1 6 1l 
Grand totaly: Sah esehenr owt Rennes 68 58 88 24 32 58 18 Q2 


Source: Tur CONFERENCE Boarp 
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Table 3: Inventories, Shipments and Supplies 


Inventory Compared with Sales | Inventory and ie Next Six Pehiee Difficulty in | Expect Difficulty in 
ont 


Current Date os. Beginning of Year! aking Prompt Obtaining Adequate 
Industry Shipments Supplies 

Higher Lower Same Higher Lower Same No Yes No 

Air-conditioning equipment................. Q one 1 1 MBE pia 3 1 2 
Automobiles, equipment.................... 3 1 3 2 4 3 2 7 3 6 
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Heating and plumbing...................... Asees 2 5 Q Q 2 1 6 Q 5 
Industrial machinery—general............... Ie te 3 Q 4 ee 5 1 8 5 5 
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Instruments and controls................... Aik 1 3 1 a 2 haan 4 1 3 
Machine 0018. at ine sic bile wieder loco nein eieeonons Lets 3 Q Q 1 4 Q 5 3 5 
Office equipments: 51305 siseawsms aise eps ieed 1 4 1 4 1 Q as ote 7 3 4 
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Mining and quarrying...................... wine probes 1 shia 1 Q eae 3 
Paper mprod nets.) Halal <setate a slacde thie Siotoians ie 1 1 6 3 1 6 3 7 5 7 
PCLROLE UTE MA at tersissk eke a wet ee etawcclye huese ok 4 San Q 3 1 ee 5 Gist 6 
4 Breyg wl Sf a eh a Q 2 5 1 3 5 aoe 10 4 8 
Miscellaneous nonmetal..................... Q 5 Q 3 3 4 1 9 Q 10 
Total monmetal 20:60 cine neces cosas 8 23 Q1 17 18 26 10 55 18 59 
Gratid: total! geek oo ob cope tins oh he nase 30 52 55 49 40 64 30 50 131 
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Table 4: Capital Outlays 


Are Plans for Capital 


First Half ne Ke Second Half | Second Half 1950 vs. First Half Calas OnE 
1950 
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Yes No 
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(Text continued from page 257) 
cooperating companies foresee delays in shipment. 
The following statements are typical: “We expect 
difficulty in making prompt shipments since we are 
already five to six weeks behind.” “We are 
having some difficulty in making prompt shipments 
and believe this will continue until late fall.” . 
“We are already sold out for 1950 and our customers 
are on an allocation basis. We are at present approxi- 
mately three months behind in deliveries.” 


SUPPLIES 


While most companies are not having any difficulty 
in getting raw materials and anticipate none, some 
scarcities are appearing. The principal item of con- 
cern is steel. The appliance, hardware, machinery, 
and machine-tool industries report that they are 
having trouble in obtaining enough steel to meet 
their requirements or expect difficulty. An industrial 
machinery manufacturer, for example, reports: “Ma- 
terial procurement continues to be a problem, and it 
is our feeling that if our arms program is increased, 
material will be even more difficult to obtain in the 
second half. We plan a considerable increase in our 
finished stock inventory in an effort to better our de- 
liveries.” 

The supply of copper, brass, natural rubber, and 
wood pulp is also becoming spotty, according to re- 
ports received. 


Prices 


Nearly half of the cooperating companies expect 
raw material prices to increase during the next six 
months. An electrical machinery manufacturer refers 
to rismg material prices as “a group of termites en- 
tering into our cost structure.” A heating and plumb- 
ing manufacturer reports he is “hedging against in- 
creasing material cost on business taken at firm 
prices.” 

CAUTION SUGGESTED 


Some manufacturers look with concern at the pres- 
ent higher business activity. They suggest that this 
is not the time to throw caution to the wind. A paper 
products manufacturer writes: 


“With regard to the general business outlook, we 
increasingly see parallel developments to those that pre- 
vailed during the post-World War I period. The differ- 
ence that makes it difficult to gauge the situation is that 
in that earlier period the Federal Government’s activities 
were in a contracting rather than an expanding phase 
and there was no inflationary drive from the government. 
Since we are now in an expanding government phase 
and in a government-fostered inflationary phase, it is 
improbable that the parallel between the 1919-1926 period 
that we have seen in the 1945-1950 period will continue. 
It seems to us that it bears watching.” 


A manufacturer of livestock feeds notes: “Our 


products go to northeastern poultrymen and dairy- 
men. These producers are being squeezed more than 
they have been in the last fifteen years. The situ- 
ation is extremely bad for them. These are factors 
which usually come just before other things begin to 
break.” 

Writing on general business conditions, a petroleum 
products company states: 


“Activity in the first four months of 1950 strengthened 
substantially, replacing the indecisive churning around 
that characterized the last half of 1949. The impetus to 
the upward movement came principally from the extra- 
ordinarily high demands for automobiles, houses, house- 
furnishings and electrical appliances, and from the non- 
recurring veterans insurance refund. 

“The revival in business activity and a revival in 
confidence seem to be feeding on and supporting each 
other. The present upward momentum, plus a rising 
trend in orders, should be sufficient to carry activity 
along for at least the next few months. If, as now seems 
possible, government spending should increase substan- 
tially over the original budget plans, that increase, to- 
gether with its indirect effects on business and private 
consumer spending, would probably be sufficient to main- 
tain high-level activity in the second half, ‘It may be 
maintained anyway. It should be remembered, however, 
that the impact of the insurance refund will wear off and 
that the extraordinary demands for automobiles and 
houses will decline. Whether this will occur in the second 
half or later is problematical. Past experience, however, 
suggests that the time to be careful is when general op- 
timism about the future is the strongest, for then there 
is a tendency to minimize the importance of any dark 
clouds that do appear.” 


JAMES B. May 
G. CLarK THompson 
Division of Business Practices 


Business Book Shelf 


The Social Costs of Private Enterprise—An analysis of 
social costs such as damage to health, deterioration of 
property values, depletion of natural resources, arising from 
business operations which, are shifted to third persons and 
the community as a whole according to the author. By 
K. William Kapp, Harvard University Press, Cambridge, 
1950. Price, $4.50. 


Trends in Enforcement of the Antimonopoly Laws— 
A reprint of a speech by the Director of the Bureau of 
Industrial Economics, Federal Trade Commission out- 
lining the changing problems encountered in the enforce- 
ment of the antitrust laws. By Corwin D. Edwards, The 
Journal of Marketing, April, 1950. 


Graphic Presentation Simplified—A practical guide to 
chart making and the use of charts in business. By R. R. 
Intz, Funk & Wagnalls Company, New York, 1949. 
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PURCHASING POWER agar 


1939 1944 1946 1949 


4 Dees increase in the cost of living from 1939 to 
1949 was greater here than in Canada and Nor- 
way and below that in the United Kingdom and 
Sweden. The increase in this country in that decade 
was 61%. For the same period, the United Kingdom 
showed an increase of 75%—Sweden, 63%; Canada, 
59%; and Norway, 56%. The decline in purchasing 
power of the different monetary units ranged from 
57.1% in the United Kingdom to 64.1% in Norway. 

From 1939 through 1946, Norway showed the sharp- 
est rise in consumers’ prices with an increase of 56%. 
Sweden was next, with a 49% increase. However, in 
the following three years (from 1946 through 1949), 
Norway did not increase and Sweden recorded the 
smallest rise of any of the five countries—9.4%. 
Canada is the only country to show a larger percent- 
age change from 1946 through 1949 than it did from 
1939 through 1946. For the later period it was 30% 
against 22% for the earlier period. The United King- 
dom’s index increased 47% from 1939 through 1946, 
which compares with 36% for the United States. For 
the three-year period 1946 through 1949, the United 
Kingdom increased 19%, while the United States 
recorded an 18% increase. 

Consumers’ prices for moderate income families 
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remained unchanged from mid-March to mid-April. 
Compared with April, 1949, prices were more than 
1% lower. 

Increased prices from March to April, 1950, for 
housing, housefurnishings and fuel were offset, in part, 
by a decrease in the sundries component. Food and 
clothing remained virtually the same. 

The only outstanding price increases in food were 
for beans and apples; spinach prices fell. Although 
slight decreases in the price of women’s street and 
dress shoes were in evidence, clothing costs were not 
appreciably changed. In January, 1949, housefurnish- 
ings started a slight upward climb, which gathered 
momentum during the first four months of 1950, 
bringing the index up to 148.2. 

Since April, 1949, housing costs for the United 
States have risen 212%. In the eighteen cities in 
which rents were surveyed in April, yearly increases 
ranged from 0.4% in Memphis and Minneapolis-St. 
Paul, to 14.6% in Houston. The largest increases for 
these cities during this period occurred in three of the 
decontrolled cities—Houston (freed in October), 
Green Bay (decontrolled in August), and Omaha 
(controls lifted in November). 

The purchasing value of the consumers’ dollar 
(January, 1939, equals 100 cents) was 62.7 cents in 
April, 1950. This represents an increase of 1.1% over 
its level of April, 1949, when it stood at 62.0 cents. 


SHIRLEY Fass 
Statistical Division 


| Business Forecasts | 


Murray Shields, vice-president, Bank of the Manhattan 
Company (in an address before the California Bankers As- 
sociation, May 22)—“Current levels of operation in in- 
dustry and trade will be maintained for the next few 
months and there is an increasing disposition to believe 
that any material setback will be delayed until late in 
1950 or early in 1951. Nevertheless there remains among 
perceptive and experienced observers no little apprehension 
that, unless a powerful new stimulant is introduced, we 
may well be in the last phase of the early postwar boom in 
exports, construction, automobile production, farm income 
and plant and equipment expenditures, with the risk that 
a simultaneous setback in these factors would initiate a de- 
cline in business substantially more serious than was ex- 
perienced in 1949.” 

Edwin B. George, director, Economics Department, Dun 
and Bradstreet (in a paper before the National Savings 
and Loan League, May 31)—‘“The second half of 1950, on 
the whole, should be better than even the first quarter 
(which sported a $264 billion annual rate [gross national 


(Continued on page 278) 


Tempest over RFC 


The RFC should be "given a decent burial, lock, 
stock, and barrel.''"—Jesse Jones 


% , | propose that the Reconstruction Finance Cor- 
poration be given broader authority to handle cases 
which offer a good chance of success but cannot obtain 
private financing on reasonable terms.''—President Truman 


HE CURRENT inquiry into the affairs of the 

Reconstruction Finance Corporation originated 
mainly as a result of transactions it has carried on 
that are regarded by many as unwarranted. So far, 
the inquiry has not traveled much beyond these con- 
fines. 

The future of the corporation, however, will un- 
doubtedly turn also on the question of the need or 
the wisdom of having government (whether or not 
through the medium of a corporation) , undertake to 
finance business, particularly small business, that is 
supposedly unable to find accommodation elsewhere. 

On this question, the widest differences of opinion 
exist, as is evidenced by adjoining quotations. 

Summaries of the facts concerning the more spec- 
tacular cases recently under review appear on pages 
268 and 269 and a history of the RFC on page 268. 

In the past, the corporation has played many 
roles—among others, that of a salvage institution, of 
a provider of funds for various relief and similar pur- 
poses, and of assistant in many defense and war op- 
erations. The corporation is now largely engaged in 
helping to finance “deserving” enterprises and projects 
that presumably are unable to get accommodations 
elsewhere. In such operations, the emphasis is upon 
“small business.” 

The Administration’s small-business credit pro- 
gram, as it affects the RFC, would ease the loan re- 
quirements, raise the maturity limitation, and increase 
the corporation’s share of loans made jointly with 
lending institutions. 


BUSINESS-LOAN PROGRAM 


Actually, when the number of business-loan’ au- 
thorizations is considered, small loans constitute the 
bulk of the corporation’s lending activity. Taking a 
recent period, January 1, 1948, through March 31, 
1950, the record shows that the RFC authorized 
9,578 business loans, involving $982 million. More 


1Business loans, in RFC statistics, cover loans to, and the purchase 
of obligations of, business enterprises other than: railroads, financial 
institutions, loans for national defense purposes and loans to manu- 
facturers of prefabricated housing under section 102 of the Housing 
Act of 1948. (See box on page 268.) 
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than half of these loans were for amounts of $25,000 
and under; almost three quarters fell under $50,000. 
The distribution is more or less reversed when the 
amounts of the loans are considered. (See Table 1.) 

Business loans form the major lending activity of 
the corporation, and it is into this area that most 
of the critics have directed their fire. The amount of 
direct lending to business authorized by the corpora- 
tion has increased materially within the past two 
years, while the percentage of participation loans au- 
thorized has come down sharply. (See charts.) In a 
participation loan, the RFC guarantees a percentage 
of the loan, and stands ready to purchase its percent- 
age when called upon by the participating bank. 
During the first nme months of the current fiscal year 
(July 1, 1949-March 31, 1950) deferred participation 
loans comprised 23.3% of the loans authorized com- 
pared with 54.9% during the fiscal year 1948, 34.5% 
in the first half of the fiscal year 1949, and 28.5% dur- 
ing the second half of that year. 

There are two main requisites affecting RFC busi- 
ness loans. The first requires, as a condition for the 


1This is known as a deferred participation. There have been other 
variations utilized, such as immediate participations where the RFC 
immediately disburses its share of the loan. 


ON THE PROBE— 


The Subcommittee on the Reconstruction Finance 
Corporation of the Senate Banking and Currency 
Committee “proposes to consider the problem of avail- 
ability of capital and credit to American industries, 
particularly to small business enterprises; the need, 
if any, and its extent and character, for direct lend- 
ing by the government during a peacetime nonemer- 
gency period. It will also explore the manner in which 
the lending powers, and limitations thereon, as de- 
scribed in the law, have been interpreted and applied 
by the Reconstruction Finance Corporation. The 
subcommittee will also examine the organizational 
structure and administrative efficiency of the Recon- 
struction Finance Corporation, its procedures and 
costs, as well as the extent to which its policies and 
activities are harmonized with the broader fiscal 
policies and programs of the government. 


“The subcommittee has commenced a study of 
specific loans, believing that a discussion of broad 
principles and purposes unrelated to a specific factual 
situation is comparatively useless in obtaining an 
accurate picture of the character of the activities of 
a public agency.” Study of Reconstruction Finance 
Corporation, 81st Congress, 2nd Session, Report No. 
1689, Interim Report of the Committee on Banking 
and. Currency; Texmass Petroleum Company Loan, 
May 19, 1950. 
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extension of credit, that such assistance is “not other- 
wise available on reasonable terms.” The second is 
that these loans should be “of such sound value or so 
secured as reasonably to assure retirement or repay- 
ment.” These requirements are specifically stated 
in the RFC act. A third, perhaps more of a principle 
to be followed than a requisite, is that “in deciding 
whether to grant a loan, the primary consideration 
should be the interest of the general public rather than 
the interest of the individual borrower.”? 

The maturity of RFC business loans is limited to 
a maximum of ten years by the authorizing legisla- 
tion; deferred participations by the RFC are limited 
to 70% for loans of $100,000 or less, and 60% for 
loans over $100,000. 

Over the two-year period covering 1948 and 1949, 
the corporation acted on 13,479 business-loan appli- 
cations involving $1.9 billion. Actually, over 18,000 
applications were received during this period, and the 
requests for loans totaled $2.7 billion.2 About 60% 
of the applications on which the RFC took action 
were approved, involving a total of $861 million. 

A few months ago, the corporation made a sample 
study covering 300 direct business loans authorized 
during 1948 and 1949. The sample did not include any 
loans over $100,000 (the average was about $30,000) 
and embraced corporate and noncorporate estab- 
lishments about equally. The RFC found that 40.7% 
of the banks approached by the borrowers declined 
these loans because the maturities were too long. 
Another 16.4% declined in general terms and 10.6% 
gave “unacceptable collateral” as the reason for re- 
fusing loans. Other reasons included the following: 
“bank was extending short-term credit but would not 
make long-term loan;” “bank felt applicant’s financial 
condition did not warrant a loan;” and “applicant’s 
business located outside of area serviced by bank.” 

A survey of a similar nature, covering direct loans 
authorized in the last half of 1946 revealed that 


1Senate Banking and Currency Committee in a report issued 
March 10, 1948. 

2The number acted on takes into account the applications with- 
oe and the number pending at the beginning and end of the 
period. 


"If such a rule [avoidance of assistance to enterprises 
with substandard labor conditions] is observed, then the 
availability of credit assistance from the government 
might very well prove of value in stabilizing investment, 
and in promoting constructive competition and technical 
progress. It might aid in assuring freedom of entry— 
which is of basic importance in maintaining competition— 
into industries where access to capital might otherwise 
be blocked by the interlocking interests of banking and 
investment houses and dominant firms already in the 
field. If new firms, with new ideas and processes, are 
unable to get started in many fields, opportunities for 
new investment and technical progress may be lost."— 
William Green 
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among the reasons given for declining loans the type of 
collateral offered ranked equally with the length of 
maturity for non-G.I. loans.1 Including G.I. direct 
loans would make the “type of collateral offered” the 
main reason for banks refusing the loans, excepting 
“bank’s policy of not handling G.I. loans.” 

The recent RFC study also found that the collateral 
alone, not taking into account the earnings factor, 
was “of sufficient worth to assure repayment even 
under adverse circumstances.” However, as the 
Comptroller General of the United States has pointed 
out, the element of judgment is largely involved and 
so this matter “is impossible of factual determina- 
tion.” (In this connection, the Comptroller General 
questioned a $1.5 million loan to the Aireon Manu- 
facturing Company as to whether it met the require- 
ment “of such sound value or so secured.’’) 

To determine whether the RFC operates in com- 
petition with private lenders in the business credit 
field, a survey of the membership of the American 
Bankers Association was made in 1947 by the staff 
of a subcommittee of the Senate Banking and Cur- 
rency Committee. 

Only 2.4% of the commercial banks answering re- 
ported that the RFC had made direct business loans 
that they were willing to make. Only 0.3% of these 
stated that this occurred with any frequency. A 
larger number (3.9%) reported that the corporation 
had taken participations in business loans that they 
were willing to take. 

Somewhat more than half the banks indicated 
that, in certain cases, they declined applications for 
sound business loans. The main reason given was 
that the applications were too large for the banks’ 
loan limitations. The large banks reported extended 
maturities as the principal reason (this reason ranked 
second for all banks). Yet when the question regard- 
ing the soundness of RFC loans was put to the banks 
that had declined loans subsequently made by the 
RFC, 82% answered that they believed RFC loans to 
be marginal or unsound. 

In this connection, this study states that the per- 
centage seems too high if the RFC loans were refused 
by the banks only for the main reasons given, for 


“then a substantial number of RFC loans should 
have been made because the loans were too large 
for the loan limitations of the applicants’ banks, 


1The results of this survey appeared in Congressional hearings on 
the RFC held at the beginning of 1948. 


"The entry of government into the direct financing 
of small business involves difficulties that would lead 
one to look upon that means as a last resort. In many 
respects the assumption of small-business risks by a 
government agency would be incompatible with the 
individual private initiative of which small business is 
regarded as a symbol.""—A. D. H. Kaplan 
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because the applicants’ banks did not care to make 
loans with extended maturities or to new enter- 
prises, or because the applicants’ banks did not 
handle the type of loan requested. Certainly the 
fact that a loan exceeds a bank’s loan limitations 
or that a loan is of a type not handled by a bank 
is not sufficient to put a loan in the marginal or un- 
sound class. It can be argued that a loan for an 
extended maturity or to a new enterprise is a 
riskier loan from the credit standpoint because 
of the uncertainties involved in trying to forecast 
the success of an enterprise over periods of five years 
and longer and in trying to appraise the capabili- 
ties of untried management. However, the added 
risk in such a situation should hardly put such 
a loan in the unsound class if all the factors upon 


authorized loans were greater in practically all 
the years than were actually made... 
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which the prognostications can be based are favor- 

able.” 

The subcommittee survey points out that “if the 
answers to this question are taken at their face, 
however, and if RFC business loans are of the same 
general character as those on which the 910 banks 
based their opinions, a large majority of RFC loans 
must be substandard from a bank credit standpoint.” 


LOSS EXPERIENCE 


The loss experience on RFC business loans has been 
approximately 3 cents on each dollar of investment 
—3 cents on the dollar over the life of the loan. 
Thus, on a $100, five-year loan, it is the experience 
of the corporation that about $97 would be collected 
at the end of that period. Because of the acquisition 
and servicing costs and the uniform interest charge 
on all business loans large or small (4%), small loans 
are made at a loss. There is no argument over the 
fact that the large RFC loans support the many 
small ones. 

Under the present financial setup of the corpora- 
tion, the break-even point for a five-year loan (av- 
erage for all business loans) lies somewhere between 
$75,000 and $100,000. For loans below this point, 
the corporation suffers a net loss.2 (See Table 2.) 

1The study gives several possible explanations of this apparent 
discrepancy. “Hearings before a special subcommittee of the Com- 


mittee on Banking and Currency, U. S. Senate, 80th Congress, 
2nd Session, on S. Res. 132,” Part 2, Washington, 1948, page 476. 


*See discussion on page 265 regarding interest-free funds. 


funds actually disbursed as “‘business loans”’ 
have been much larger since the war... 
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The business loan program, when viewed as a whole, 
does sustain itself—for the net profits on 10% of 
the loans support the other 90%. 

RFC loans to business have been used mainly for 
working capital purposes, for acquiring plant and 
equipment, and for retiring indebtedness including 
the repayment of bank loans. During the fiscal years 
1946 and 1947, working capital and plant and equip- 
ment purposes were the more important. During 
the first half of the fiscal year 1949, the greater part 
of the funds was utilized for expansion of facilities— 
machinery, equipment, construction and real estate. 
In the latter part of the year, working capital and the 
refinancing of indebtedness took the major share of 
RFC loans. 

Industrial and commercial enterprises had _ re- 
ceived $2,123 million from the RFC by March 31, 
1950. This total includes $1.1 billion for regular 
business loans, $995 million for national defense 
loans to business enterprises (authority for which 
was rescinded in 1947), and $47 million for housing 
construction and manufacturing loans. The balances 
outstanding at the end of March for these three types 
of industrial and commercial loans totaled $516 
million. 


PROFITS OR LOSSES 


Does the net income from lending activities as 
reported by the Reconstruction Finance Corporation 
indicate the true results of these operations? This 
question resulted in a heated controversy during re- 


cancellations (before disbursements) have some- 
times been over half of authorizations 
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cent Congressional hearings when Senator Fulbright, 
chairman of the subcommittee, took exception to the 
income shown by the corporation in the financial re- 
ports. 

The reported net income from lending activities 
from inception through the end of March of this 
year amounted to $587 million. (See Table 3.) In 
light of the controversy over the income figures, it 
should be kept in mind that, as stated by the Comp- 
troller General, “the net income as reported by the 
corporation represents its earnings as determined in 
conformity with applicable laws, the terms of agree- 
ments with the United States Treasury, and in ac- 
cordance with procedures and practices followed for 
the most part by other government corporations.”? 

However, the Comptroller General and the staff of 
Senator Fulbright’s subcommittee state that certain 
qualifications should surround the reported net in- 
come of the corporation in order to make a fair ap- 
praisal of the results of these operations. The RFC, 
it was stated, secured funds from the Treasury at 
a lower interest charge than the Treasury had to 
pay on the proceeds from debt transactions. Other 
items are costs incurred by the government on behalf 
of the RFC but not allocated to the corporation, 
such as contributions to the civil service retirement 
system, and the higher rate charged by the RFC 
for money loaned to other government agencies than 
paid to the Treasury for these funds. 

After such charges, profit must be related to equity 
investment by the Treasury. 


THE TREASURY’S PART 


Under its present legislative authority, the RFC 
may issue to the Secretary of the Treasury its notes, 
debentures, bonds, or other obligations in an amount 
outstanding at any one time sufficient to enable the 
corporation to carry out its functions. Since 1947, 
the interest on borrowings from the Treasury is 
determined by the Secretary, after taking into con- 
sideration the current average rate on outstanding 
marketable obligations of the government. 


\Report on Audit of Reconstruction Finance Corporation and 
Subsidiaries,” 81st Congress, 2nd Session, House Document No. 
468, Feb. 13, 1950, p. 34. 


repayments (as well as loans) have been greater 
during the past two or three years 
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TABLE 1: RFC BUSINESS LOAN AUTHORIZATIONS 
January 1, 1948, through March 31, 1950 


Number 
$5,000 -and Jiinderse ais etic sciaclceiioe Bis elias auotae 


RFC Amount 
$ 4,248,726 


Gross Amount 


$ 4,401,011 


1,497 15.6 4 5 

$5,001-S810 000 ras nc ning oe aiierereetanie 1,286 13.4 10,047,308 1.0 9,056,730 1.1 

$10,001—-$25,000. .... faresets ol ale lather tat siel wistatovebereneyaye stele 2,249 23.5 40,360,829 4.2 34,901,317 4.0 

Total.26 Sones Gee. eae retin, Pee erie 5,032 52.5 54,809,148 5.6 48,206,773 5.6 

$25,001=850,000, 2): he clare sik sist tee ene ce eras 1,917 20.0 74,319,644 7.6 63,559,745 7.3 

$50;001=S100;000. te .c ascrerstels sci ctoow teres eases 1,577 16.5 124,320,556 12.6 106,353,076 12.3 

Total. 22.33 i cicwanh de onc erreLn eee ere 3,494 36.5 198,640,200 20.2 169,912,821 19.6 

$100;001-8200, 0002 aa emer etree aie: 457 4.8 70,202,441 Tee 61,230,902 7.0 

$200,001—8500,000; treme ierercie cieeteiee eee nierieriete 377 3.9 121,125,800 12.3 105,656,879 12.2 

"Total or./32 ashe eae ne See acters 834 8.7 191,328,241 19.5 166,887,781 19.2 

$500;001—$1,000;000;tmsee aie eer lteter tie eit 115 1:2 83,458,321 8.5 75,244,101 8.7 

Over; $1, 000/000 ye race eae ear meee ees 103 1.1 453,543,401 46.2 406,947,008 46.9 

Total paket Sane e ite Pinaceae erent 218 2.3 537,001,722 54.7 482,191,109 55.6 

Grand total: Masarn csc eer ee 9,578 100.0 $981,779,311 100.0 $867,198,484 100.0 

Source: Reconstruction Finance Corporation 
TABLE 2: APPROXIMATE BREAK-EVEN POINT ON DIRECT BUSINESS LOANS 
Term of Loan in Years : 

Amount of Loans 1 Q 3 4 5 6 7 8 9 10 
5250:000k sake sot ee ene $1,522 $1,759 $1,996 $2,233 $2,470 $2,377 $2,284 $2,191 $2,098 $2,005 
COsQ00 cise Avi ati epteiaers 1,145 1,047 949 851 753 160 | 433 1,026 1,619 2,212 
TOO, 000. Sea teste eee ea 768 335 | 98 531 964 2,057 3,150 4,243 5,336 6,429 
TSO, 000 far 5 tase cere 15 | 1,088 2,191 3,294 4,397 6,490 8,583 10,676 12,769 14,862 
2000002 anton eee 738 2,511 4,284 6,057 7,830 10,923 14,016 17,109 20,202 23,295 


Note: Data above line indicate net losses; below line, net profits. The loan acquisition and servicing costs used in computing the individual profits and losses shown above 
represent the average of such costs for all direct business loans, without regard to size or complexity. 


Source: Reconstruction Finance Corporation 


The Comptroller General points out in the audit for 
the fiscal year 1945 (see Table 4) that the 1% rate 
paid by the RFC was 


“approximately one half of the actual average cost 
to the Treasury of money borrowed on its obliga- 
tions, and the use of this rate in financing RFC 
activities is inconsistent with the principle that 
all activities of the government should bear a 
proper allocation of the cost incurred in conduct- 
ing them. This principle was avoided also in the 
case of loans which RFC made to other agencies of 
the government, the interest or dividend rates on 
these loans being higher than the rate at which 
the corporation borrowed from the Treasury.” 


Taking the two-year period covering the fiscal 
years 1946 and 1947, the corporation’s interest ex- 
pense would have increased by some $40 million if 
the Treasury’s average rate of interest had been paid 
on funds used in the RFC’s lending activities accord- 
ing to the audit of the General Accounting Office. 

Since 1939, all RFC borrowings have been from the 
Treasury. Previously, the corporation also sold its 
obligations to the public, none of which is now out- 
standing. 

The government’s investment in the corporation 
consists of the capital stock of $100 million (held by 


Table 3: Consolidated Statement of Net Income 
from Lending Activities of Reconstruction Finance 
Corporation and Subsidiaries 
Cumulative through March 31, 1950 


Income 
Interest and dividends earned on loans to and secu- 
rities of: 
Commercial enterprises, financial institutions, 
political subdivisions of states and territories 
‘and homeowners: s.r oe ae RCo eee $1,057,256,988 


oreigny governments) aren areca eters 67,340,356 
United States Government agencies............. 156,157,058 
Income from properties and securities acquired in 
liquidation of loan indebtedness, including rail- 
road reorganizations—net..................- 41,461,992 
Fees on loan participation agreements............. 7,794,336 
Commitment fees and other income............... 63,670,273 
1,393,681,003 
Interest and other expenses 
Interest on: 
Funds borrowed from United States Treasury.... 252,904,092 
Funds borrowed from the public................ 86,466,912 
Funds held for United States Treasury and others. 48,966,630 
Administrative expenses.................-00ee0es 209,314,860 
Fees for servicing mortgages................0500- 14,097,494 
Otherexpenses. .:). 2 ).)Saeastetas ol oeeiesels te a ees 786,914 
612,536,902 
Net income before losses and reserve provisions...... 781,144,101 
Losses and reserve provisionS..............se20000 194,585,672 


Net income.i2) ie ice ae ate te sees $ 586,558,429 


Source: Reconstruction Finance Corporation 
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the Treasury), the earned surplus of $250 million, 
and the borrowings from the Treasury. 

The interest charge on the corporation’s borrow- 
ings is now set at the average rate on the Treasury’s 
marketable obligations. So the controversy over the 
reported net income of the RFC has centered mainly 
on the capital funds. 

The Reconstruction Finance Corporation reported 
a net income of $5.2 million on its lending activities 
for the fiscal year 1949. Senator Fulbright believes a 
loss of $6.5 million comes closer to the truth. This 
loss figure is based on a study by the staff of the 
subcommittee and was brought forth at the hearings 
held early in May. 

The $6.5 million loss takes into account funds sup- 
plied as equity capital and undistributed earnings 
and employed in the lending activities of the RFC. 
As computed by the subcommittee staff, the interest 


charge to the Treasury on these funds amounted to. 


$11,674,000. Applying this cost against the profit 
reported by the RFC leaves a net loss of $6,448,000. 

The $11.7 million interest charge, as computed by 
the staff of the subcommittee is based on an average 
equity capital balance of $622,652,106 at the rate of 
17%. 

There is a minimum interest charge on the capi- 
tal of $9.9 million, according to the staff report. This 
takes into account the following developments dur- 
ing the fiscal year 1949. At the beginning of the 
fiscal year, the equity capital of the corporation con- 
sisted of $325 million in capital stock and $566.5 mil- 
lion surplus. On July 23, 1948, capital stock was re- 
duced by $225 million to $100 million. On December 
$1, 1948, surplus was reduced to $259.1 million by 
the payment of a dividend of $307.4 million repre- 
senting accumulated net earnings as of June 30, 1948 


Table 4: Average Rates of Interest Paid by RFC on 
Borrowed Funds 


Borrowed 
from 
Treasury 


3.500% | ..... 


Eorrored On All Funds 


CER Ee SSE Ora tee a 3.500% 
OSS eee hr oy tie cise Sci etatei sis) ais, a/¥ shee 3.086 3.062 
OS Aire rectal ciig elahers 9) tracsucisrs. sveleleete 6 ae 2.414 2.375 
NOSD re aieced an heiress els sue ste as s 2.362 2.342 
OSG Rpt oe ars a tietake. coe ican ys carats 2.305 2.218 
OSTA ewe cial ies ihdaigass ate diss esteks 2.250 2.073 
MOSS ee cope ce tote entes niew Mista dereietets 1.474 1.393 
OSD re Rte chee deters chasaiececd ol ehensuayantn 1.072 .969 
UGA Werte oiteseeiels 4 aicareltevsievors. wise 1.000 911 
UGA ame odes sti dl ake tive! x Nakda wleccteres 1.000 .930 
DAS Ee ee lite! ccs ahs avevens se tie s'elecehans ox 1.000 1.018 
NAST raeicicats stale nie Ns ec ae cise er erae suns 1.000 1.022 
AS ee Sh iris «ats ttuarstchehnie: dhe: ela eten vale 1.000 1.000 
A er iuiole ists, Phos st iatsia.s 6, 18, averei ais E2000 Wasea< 1.000 
GAG Farts cra feteratevele sisce ava a eiacevere vee PO00O Wye ike 1.000 
OZ oeckecateirsis svetousis, susie 9) = 1cun si'eie\6i8e)8 P20002 i esis.c- = 1.000 
OAR eereyainle sicis.s eenets aivicie sists. 9 a) aiayieie PESTO hase rs 1.875 
OAD ears Si aire Ghote sissies eis’ s 5) sig, sls 's.6,.6 a lstote} Aas loal les cin Ans 1.882 
1950 (Ist quarter)................ TAS84 ees 1.884 


Source: Reconstruction Finance Corporation 
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in excess of $250 million. At the rate of 17%, the 
$9.9 million is arrived at as follows: 

Interest for the twenty-two days from June 30, 

1948, to July 23, 1948, on capital stock of $225 

million retired at the close of that period.....$ 257,813 
Interest for the six months ended December 31, 

1948, on the remainder of the capital stock 

($100 million) and on surplus of $566,504,071 

(together $666,504,071)................200. 6,248,475 
Interest for the six months ended June 30, 1949, 

on the remainder of the capital stock ($100 

million) and on surplus of $259,112,516 (to- 

gether $359,112,516) ; a dividend of $307,391,555 

was paid to the Treasury on December 31, 1948. 3,366,679 


PEODAL Mee tear as nih 3 aren br Ne ate by, 1s ooM $9,872,967 


This total is considered as a minimum, principally 
because of the exclusion of the charge for the use of 
funds classified as reserves, which at the end of the 
fiscal year 1949 totaled $101,500,000 (for losses on bad 
loans, $89 million; for employees’ annual leave, $4.7 
million; and for losses under deferred participation 
bank loans, $7.8 million). Outside of the interest 
cost, the government’s contribution to the Civil Serv- 
ice Retirement Fund on behalf of the RFC was placed 
at about $950,000. 

On this basis, if the interest charge had been fully 
assessed over the entire period of the corporation’s 
operations through June 30, 1949, the reported net 
income of $578 million would have been reduced to 
$256 million. 

As pointed out by the head of the subcommittee 
staff, the interest cost calculations are based on view- 
ing the financial results of the corporation’s lending 
activities from the standpoint of the United States 
Government rather than as a separate corporate 
entity: 

“The contention is that, although under its law, 
RFC was required to pay interest for its funds of 
only $12.4 million, actually during that year the gov- 
ernment spent $24,100,000 making the funds avail- 
able for RFC lending.” 


The inclusion of surplus funds in the calculations 
is based on the contention that while the RFC has 
use of these funds, they are not available for other 
government activities. 

The corporation holds a different viewpoint on 
this interest-cost question. RFC operations, it says, 
are in conformity with the intent of Congress; and 


"| have said for seventeen years that, if the individual 
enterpriser is provided a free market in which he can 
exercise his initiative, develop his talents, and promote 
his enterprise without having to compete against others 
enjoying unfair advantages, he will seldom need to go 
outside of his own community for loans or investors.""—Ed. 
Wimmer, vice president and public relations director, 
National Federation of Independent Business, Inc. 
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IN THE PAST 

The RFC did not have the authority to extend 
direct financial assistance to all types of businesses 
when the corporation first began operations back in 
1932. This authority was added to the RFC act in 
June, 1934. Newly formed businesses were first ex- 
cluded and there was a limitation on the amount that 
could be loaned to any one borrower. The security re- 
quirement was interpreted quite rigidly at that time. 
These restrictions were subsequently removed or 
lightened. 

Most of the funds disbursed by the corporation 
during the early Thirties went to help banks and 
other financial institutions and also railroads, Through 
these means as well as insurance companies and ag- 
ricultural credit agencies, the RFC extended credit 
to agriculture, commerce and industry. 

The fields for financial assistance were subsequently 
broadened: 

To subscribe for or make loans secured by the pre- 
ferred stock of banks and insurance companies; 


To purchase the assets of closed banks; to make 
loans to states and their political subdivisions and 
public agencies and bodies; 

To subscribe for or make loans upon the nonas- 
sessable stock of national mortgage associations, mort- 
gage loan companies, and other similar financial in- 
stitutions with the purpose of assisting in the re- 
establishment of a normal mortgage market; 


To make loans to business enterprises, mining loans, 
various agricultural loans, and catastrophe loans; and 


To make loans and allocations to government 
agencies and departments for agricultural, housing, 
and relief purposes. 


With the advent of the national defense, and sub- 
sequently the war program, the corporation was given 
broad authority to engage in activities far afield from 
its original purposes. 


its accounting system, and thus the results of its op- 
erations, have followed this intent. If Congress modi- 
fied the corporation’s use of capital from earnings, 
the chairman of the RFC points out, in order to re- 
main on a self-sustaining basis, “future lending poli- 
cies would of necessity be altered, and circumstances 


1The chairman of the RFC in his testimony before the Fulbright 
subcommittee pointed to the following excerpt from the April, 1948, report 
of the House Banking and Currency Committee: 


‘A reasonable amount of interest-free capital funds for the cor- 
poration will permit it to absorb certain losses that it may incur 
in carrying out programs and policies at the direction of the Con- 
gress without the necessity of covering these costs by specific 
appropriation measures. For instance, at the direction of the Con- 
gress the corporation endeavors to supplement rather than com- 
pete with private lending institutions. The corporation incurs 
considerable expense in investigating and setting up loan applica- 
tions to see if it cannot interest private lending agencies in making 
loans which the corporation believes private capital should make, 
If the RFC does not make these loans there is, of course, no return 
to compensate for the expenses incurred. Interest-free capital for 
the corporation permits the corporation to absorb such expenses 
and give recognition to the public-interest position in which the 
corporation functions.” 


upon which the corporation’s income and expense 
would be projected could well result in revisions in 
the interest rate charged, elimination of the services 
which the corporation renders small business, and 
exclusion of many deserving businesses which hereto- 
fore have been rendered financial aid after such aid 
was denied by normal sources of credit.” 


The corporation contends that while the interest 


equivalent of RFC’s “so-called interest-free capital” 
is $11.7 million (in the fiscal year 1949), the interest 
cost to the United States Treasury was only $2.1 
million based on the Treasury’s investment in capital 
stock.t 


THOSE LUSTRON LOANS 


The loan—more accurately, the loans—totaling $37.5 
million, were intended to facilitate the production of 
prefabricated housing. The story goes back to 1946 when 
the Chicago Vitreous Enamel Company tried to secure 
permission from Wilson Wyatt, Housing Expediter, to 
use vitreous enameled steel in the construction of gaso- 
line stations and other commercial buildings. This per- 
mission was not forthcoming but a proposal relating 
to prefabricated houses was suggested. 


Under the Veterans Emergency Housing Act of 1946, 
the Housing Expediter could direct the RFC to enter 
into market guaranty agreements with manufacturers of 
prefabricated houses. By these agreements, the manu- 
facturer was guaranteed that the RFC would purchase 
the prefabricated houses in case they were not sold. 
Such an agreement was entered into with the Lustron 
Corporation (previously named Porcelain Products 
Company), then a subsidiary of the Chicago Vitreous 
Enamel Company, in January, 1947. 


The loan request, separate from the market guaranty 
agreement, was sponsored by the Housing Expediter, 
based on the authority of the Veterans Emergency Hous- 
ing Act of 1946. An informal application for a loan of 
$52 million had been submitted in October, 1946, but 
only $36,000 was in the company and RFC thought the 
amount requested was too large, The request was for- 
mally submitted in January, 1947; this time the amount 
was $12.5 million, and it was contemplated that the 
Lustron Corporation would raise $3.5 million through 
sale of stock and $6 million for working capital through 
bank borrowing. The Washington examiner of the RFC 
and the Washington Business Loans Committee recom- 
mended that the loan application be declined. The board 
of directors, however, decided the loan should be granted 
with the following restrictions; namely, that Lustron 
should raise $3.5 million first and that the personal 
guaranty of the three men who owned all of the stock of 
the Lustron Corporation be secured, These three men 
were Carl G. Strandlund, President of the Lustron Cor- 


The corporation also points out that the provision for losses on 


loans shown in the regular statements which were used by the staff 
of the Senate subcommittee is based on absorbing all costs from in- 
come earned in the period in which the costs were incurred. While this 
is based on accepted commercial accounting practices, when evaluat- 
ing a single year’s operations it should be recognized that the average 


life of a RFC loan is five years. If the costs are amortized over the 


period, the reported net income of the Ronporaice would be increased 
by $5 million. 


THE CONFERENCE BOARD 


poration, and the Hogenson Brothers, who then owned 
the stock of the Chicago Vitreous Enamel Company. 
These restrictions were not acceptable to Lustron and 
negotiations ensued for the next few months. In August 
of that year, the parent company and the Hogensons 
withdrew from the prefabricated housing field, and in 
October the Lustron Corporation notified the RFC of 
its refusal to accept the loan as authorized and of the 
withdrawal of its application, Thereafter, a new corpora- 
tion was formed with the name Lustron Corporation, the 
old Lustron concern taking its original name of Porcelain 
Products Company. The loan application of the old cor- 
poration was treated by the RFC as the application of the 
new company, and the loan of $15.5 million which had 
been approved June 30, 1947, was granted to the new 
company. Mr. Strandlund personally guaranteed the 
loan and put in $1,000 for 86,000 shares of stock for him- 
self and his wife. 

After the initial $15.5 million loan, six additional loans 
were made—$37.5 million in all. 


"Perhaps the outstanding experience of these com- 
panies [venture-capital companies] according to their 
testimony, is the great shortage not of funds but of 
soundly conceived projects.""—Subcommittee on Invest- 
ment of the Joint Committee on the Economic Report. 


ON TEXMASS 
Background 

The Texmass Petroleum Company applied for a $22.5 
million RFC loan on March 30, 1949, at Dallas, Texas, 
for these purposes: to acquire properties and to pay 
debts, $18.5 million; for working capital, $4 million. The 
application was reduced to $18,950,000 on June 7, 1949. 

The agency examiner recommended decline of the 
loan as did the Agency Review Committee. The Dallas 
advisory committee and agency manager, however, rec- 
ommended a loan for $15,925,000 on June 22, 1949. 

In August, a geologist and petroleum engineer was 
hired by the RFC board of directors to estimate the 
value of the property offered as collateral. A supple- 
mental application was filed by the company in Septem- 
ber based on the report of the engineer. 

The loan agency examiner again recommended that 
the loan be declined. The review committee favored the 
loan. The manager and the advisory committee recom- 
mended a loan of $15.6 million. The Washington loan 
examiner and the Washington review committee recom- 
mended it be declined. 

On September 29, 1949, the board of directors approved 
a loan of $15.1 million. One condition was that $5 million 
of the total was to be supplied by the existing secured 
creditors. The purposes of the loan were as follows: 
$12.4 million to pay off existing indebtedness; $1.2 mil- 
lion to acquire additional properties; and less than $1.5 
million for working capital. 

Additional funds were to be raised by the issuance 
of securities that were registered with the Securities and 
Exchange Commission. The petroleum engineer and 
geologist employed by the SEC placed a substantially 
lower evaluation on the company’s reserves than did 

1The authority to make such loans had ceased on July{1, 1947. 
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the RFC engineer. Another engineer was then employed 
by the company at the request of RFC and his report 
was submitted March 6, 1950. 

The original approval of the loan provided that the 
authorization would expire in sixty days unless the speci- 
fied conditions were met. To permit fulfilment of the loan 
conditions, a number of extensions were granted, one 
coming after the subcommittee’s hearings. The funds 
have now been disbursed. 


This summary of the background of the Texmass 
Petroleum Company loan is based on the report of the 
Subcommittee on the Reconstruction Finance Corpora- 
tion. 


Conclusions of Subcommittee 

“1. From the record before the subcommittee, it is 
evident that the Board of Directors of Reconstruction 
Finance Corporation gave only casual and superficial 
consideration and study to the Texmass Petroleum Com- 
pany loan. Those directors who approved this loan, and 
extensions thereof, disclosed inadequate knowledge of 
the significant facts and features of the Texmass Pe- 
troleum Company loan. They overruled the findings and 
recommendations of their own review committee without 
persuasive evidence justifying such action... . 

“2. On the record before the subcommittee it appears 
that the primary consideration of the Texmass Petroleum 
Company loan is . . . a ‘bail-out’ of existing creditors of 
the borrower. Eighty-one per cent of the loan funds 
will go to insurance companies, banks, other creditors, 
and individual investors, minimizing their risk of loss 
in a highly speculative venture. 

“3. The Reconstruction Finance Corporation has failed 
to convince the subcommittee that this loan is of the 
character intended by Congress. .. , The Reconstruction 
Finance Corporation . . . has not made an affirmative 
showing that this loan will (as prescribed in the act) 
“encourage small business,’ ‘help in maintaining economic 
stability of the country,’ and ‘assist in promoting maxi- 
mum employment and production,’ to the extent neces- 
sary to justify disbursement of public funds ‘to aid in 
financing agriculture, commerce, and industry.’ 


“4. The Reconstruction Finance Corporation has not 
established that the financial assistance to the Texmass 
Petroleum Company ‘is not otherwise available on reason- 
able terms.’ . . . The subcommittee has in mind that 
the venture is of such a speculative nature that financial 
assistance should have been provided, in part at least, by 
risk capital from private sources. 

“5. The Reconstruction Finance Corporation has not 
shown that the loan is of such ‘sound value or so secured 
as reasonably to assure retirement or repayment.’ . . . 
On the estimates of reserves and earnings most favorable 
to the borrower relied upon by the Reconstruction Fi- 
nance Corporation, the loan cannot be repaid within 
ten years. ... On the basis of estimates relied upon by 
the Reconstruction Finance Corporation of the value 
of . . . collateral and the formula employed . . . to 
determine the sound loan value of such collateral, a loan 
in the amount of $15,100,000 is not justified.” 


Brrnarp Moss 
Division of Business Economics 
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By spending less, Canada has enjoyed a budgetary surplus ever since the 
fiscal year ended in March, 1946 


~AND THE PUBLIC DEBT IS DOWN 


CHANGES IN GROSS PUBLIC DEBT 
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In the years since 1946, she actually reduced her debt by more 
than the surplus she had accumulated 
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TAXES DOWN, INCOME UP 
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Labor Economics 


Productivity in Nonmanutacturing 


ISSIMILARITY in productivity trends since 

1939 is marked among nonmanufacturing indus- 
tries.1 While virtually every industry increased its 
output substantially during the past decade, some 
industries, such as electric light and power, were able 
to do so without comparably increasing man-hours 
of labor input. And so their productivity increased. 
In other industries (anthracite mining for example), 
the rise in the volume of goods or services did not 
keep up with the rise in man-hours; so output per 
man-hour declined. 

Recent discussions about productivity have been 
devoted almost solely to trends in manufacturing? 
Man-hour output in manufacturing as a whole was 
about the same in 1946 as in 1939. In the past year or 
so, it has noticeably improved. But by mid-century, 
productivity in all factories combined was still below 
the level that would have been reached if the long- 
term rate of growth had continued through the 
Forties. 


MANY WORKERS INVOLVED 


While productivity changes in manufacturing are 
important, they are not representative of those in 
other sectors. In contrast to the experience in manu- 
facturing, productivity on Class I railroads, for ex- 
ample, increased almost a third in the past decade, 
continuing to rise at about the same rate as in the 
Twenties and Thirties. In addition, nonmanufactur- 
ing industries in the aggregate are even more impor- 
tant than manufacturing in terms of the number of 
people they employ and the income originated in 
them.? Consequently, their productivity movements 
are worthy of examination. 

Since output per man-hour measures the relation of 
physical output to only one factor—labor time, it 
is not indicative of the efficiency of the industry. Be- 
sides labor, there are materials, fuels, capital equip- 
ment, services from other industries, and so on, which 
contribute to production. Only when changes in all 
the factors are viewed against changes in physical out- 
put can productive efficiency be determined. These 


1The terms productivity and output per man-hour are used synony- 
mously throughout to denote the relationship of physical production 
to labor time. 

2Recent Conference Board studies on productivity include “Pro- 
ductivity Gains Equal Expectations,” The Business Record, May, 
1950; “It’s Not Always Productivity,” The Business Record, March, 
1950; ‘“Man-Hour Output in Manufacturing,” The Business Record, 
February, 1950; ‘The Miracle of Productivity,” Studies in Business 
Economics, No. 9. 

*They accounted for 70% of all private civilian employment in 
1949 and 67% of the income originating in private industries in 1948 
(last year for which figures are available). 


nonlabor factors bulk unusually large in public utilities 
and some other nonmanufacturing industries, and 
they strongly influence the amount produced per man- 
hour of labor input. 

Among the factors which help to bring about pro- 
ductivity changes are technological improvements, 
new rates of operation, how the flow of materials is 
controlled, the skill of the work force, and plant lay- 
out revisions. During the war, some industries were 
favored over others, with their workers safeguarded 
and with a limited number of restrictions as to op- 
erations. 

Agricultural workers, for example, were exempt 
from military duty at least in the late war years. 
Some skilled production workers in certain of the utili- 
ties also received special deferment. Government co- 
operation in relaxing many peacetime rules regarding 
freight and passenger transportation tended to in- 
crease productivity in railroads and other carriers, 
as did the sharp rise in volume. Preferential treat- 
ment in allocating materials and supplies was granted 
to industries essential to the war effort. 

One obvious advantage of some of the major non- 
manufacturing industries was that they continued to 
perform the same services as they had in peacetime. 
Consequently, their productivity was not disturbed 
by changes in the character of output; nor was it 
hampered by reconversion to peacetime production. 

It is difficult to find a meaningful and measurable 
concept of physical output for many of the non- 
manufacturing industries. Information is available 
for only a handful in the group. In some instances 
where a unit of output has been selected (such as 
ton-miles of traffic) the results are not entirely satis- 
factory.1 Therefore somewhat greater qualification 
should be attached to these measures of change in out- 
put per man-hour than to those for manufacturing 
and mining where the item produced is more readily 
defined. Trends in the individual industries discussed 
here are based upon Bureau of Labor Statistics data. 


AGRICULTURE 


Fewer workers were able to produce substantially 
more food, livestock and other farm crops in each year 
since 1942 than had ever been produced in any year 
before the war. Output per worker was at an all- 


1The problem of defining output in most nonmanufacturing indus- 
tries is one of summing up the many services rendered. However, in 
order to combine things, there must be a homogeneous unit: apples 
and oranges cannot be added together. In only a few nonmanufac- 
turing industries (i.e., coal) is there a unit of production which © 
faithfully depicts the level of output. 
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time peak in 1948, the latest year for which govern- 
ment estimates are available. On the average, each 
worker produced 30% more than he did in 1939.1 
The volume of farm output was 22% higher than pre- 
war, while farm employment was 6% lower. This 
record may even have been improved in 1949, since 
total farm production continued at about the 1948 
level while employment dropped 3%. 

While the trend toward higher output per worker 
in agriculture has been continuing for many years, the 
pace was accelerated in the past decade. In the thirty 
years preceding 1939, output per agricultural worker 
increased 1.4% a year, while in the last nine years it 
rose 3% annually.” 

The measure output per worker overstates the 
changes in labor saving during the recent period, par- 
ticularly for the war years. When the young men 
were drawn from the farms into the armed forces and 
into factories, farmers and their families worked more 
days and more hours a day to overcome the loss of 
experienced work hands and to meet the increased de- 
mand for agricultural products. The Department of 
Agriculture has estimated that each farm worker 
worked 11% more hours on the farm in 1945 than 
in 1939.3 This means that farm output on a man- 
hour basis increased less than half as much between 
1939 and 1945 as the 20% gain shown by the output- 
worker ratio. 


A TREMENDOUS RISE 


There is no over-all figure for time worked on farms 
in 1948. But the average work week decreased 
3% between 1945 and 1948, according to monthly 
Census reports on the labor force. On this basis, 
then, the hours worked per person were about 8% 
higher in 1948 than in 1939. This would mean that 
output per man hour increased about 21% from 1939 
to 1948. As previously stated, output per worker, 
unadjusted for changes in hours, increased 30% over 
the same period. But even after taking into account 
the change in hours since 1939, productivity increased 
at a faster rate in the last decade than in the previous 
thirty years.* 

This faster rise was helped by greater mechaniza- 

1The use of 1948 as the terminal point exaggerates the change since 
1939. Output per worker in 1948 was at least 5% above any other 
year during the Forties and therefore is not typical of the experience 


during the entire period. However, it does indicate the highest level 
attained through a combination of favorable factors. 

2The rates were computed on the basis of output per worker at the 
end years of the period. The choice of 1939 for determining the long- 
term rate of growth slightly understates the changes from the lowest 
output per worker to the highest output per worker in those years 
because the highest point was reached in 1937. In that year, output 
per man-hour was 5.3% greater than in 1939. For the recent period, 
the rate is based on the change from the lowest (1939) to the highest 
(1948). 

8Progress of Farm Mechanization,” Miscellaneous Publication 
No. 630, Oct. 1947, p. 9. 

4The rate of growth for the long term is based on output per 
worker. It is substantially the same as output per man-hour, because 
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tion! and other improved methods of farming, and by 
increased yields per acre. Impetus given by the ur- 
gency of the war need and by government price 
supports in the lagging postwar market were also fac- 
tors. Favorable weather conditions likewise con- 
tributed. 


RAILROADS 


Productivity on Class I railroads showed a marked 
rise in the early war years of the past decade. A 
downward movement which began in 1944 was stop- 
ped as peacetime operations were resumed.” The 
net result was that the volume of railroad service 
(freight and passenger combined) provided by a man- 
hour of work increased about a third between 
1939 and 1949. Thus, a long upward trend was con- 
tinued. The gain for the decade was equivalent to a 
2.7% increase a year; this was virtually the same 
annual rate of growth as occurred in the Twenties 
and Thirties. 

The tremendous increase in railroad traffic in the 
early war years caused man-hour output to jump 
more than 50% between 1939 and 1943. Most of this 
gain came from heavier carloadings and more inten- 
sive use of other existing equipment rather than from 
outstanding changes in technology. As demands upon 
the carriers grew, more cars were added to each train. 
Locomotives and cars were used more miles per day, 
and length of the average haul increased. Freight 
cars were loaded more fully, particularly with high- 
tonnage military goods. This latter resulted in heavier 
shipments per carload. Passenger-carrying capacity 
was strained by mass troop movements and increased 
civilian traveling. Since this expansion took place 
without a commensurable increase in labor time, pro- 
ductivity rose sharply. 

The first year of postwar adjustment (1946) ac- 
celerated the drop in productivity that began in 
1944. A decline in business brought a drop in rev- 
enue traffic per man-hour, for freight and passenger 
service combined, of 7.5%. Traffic handled per man- 
hour was also hampered by the poor condition of 
some of the equipment that had deteriorated under 
heavy war duty. Compared with the wartime high 
in 1943, total revenue traffic per man-hour in 1946 
was about 4% lower for freight service and more than 
25% lower for passenger service. 

Railway freight traffic increased in 1947—and pro- 


the number of hours changed slightly, if at all, between 1899 and 1939, 
See Solomon Fabricant, “Labor Savings in American Industry, 
1899-1939,” National Bureau of Economic Research, Occasional 
Paper 23, p. 6. 

1The volume of farm power machinery and equipment per worker 
increased nearly a third between 1940 and 1946. (See Department of 
Agriculture, Miscellaneous Publication No. 630, Oct. 1947, p. 7.) A 
substantial number of motor trucks, automobiles and tractors has 
been added since then. 

2The term productivity or output per man-hour in railroads refers 
to the relationship between revenue traffic and man-hours of labor. 
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Productivity since 1939 in Selected Nonmanufacturing Industries 
Index Numbers, 1939=100 
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ductivity improved along with it. Productivity also 
increased in 1948. In that year, there was a decline 
in the volume of goods shipped but more extensive 
use was made of diesel electric locomotives.! These 
engines tend to increase man-hour output because 
they are more powerful and so can pull more cars 
per train. They also require less servicing and re- 
pairs per train-mile than steam locomotives. 

In contrast with the improved output per man- 
hour in freight service, revenue passenger-miles per 
man-hour declined in both 1947 and 1948 as pass- 
enger business continued to fall off. For both services 
combined, man-hour output in 1948 was a third above 
1939, 3% above 1946, but 12% below the wartime 
peak. 

Preliminary calculations indicate that productivity 
decreased about 2% in 1949. At the same time, freight 
transport decreased 17%, or more than 110 billion 
ton-miles—the greatest reduction on record for a single 
year. Railroad passenger traffic fell another 15%. 
As a part of the picture, there were substantial equip- 
ment installations, including more diesels, and large 
expenditures for plant improvements. 


~ ELECTRIC LIGHT AND POWER 


During the past decade, there was an almost steady 
increase in the volume of electric energy distributed 
without a comparable increase in labor input. The 
meaning of this comparison is limited by the fact 
that in this industry, more than in others, labor is 
far less important than capital investment. Fixed 
capital assets in electric light and power stations 
amounted to $45,000 per worker in 1937. (In manufac- 
turing as a whole, the corresponding figure was only 
$2,500.2) 

Output per man-hour nearly doubled under war- 
time conditions as output rose sharply and man- 
hours of labor fell below prewar levels. It declined 
in the early postwar years, but then improved again. 
So, in 1949, man-hour output in the privately owned 
electric light and power industry was about 70% 
higher than in 1939.23 This advance was not so large 
as during the Thirties,* although electric energy pro- 
duction had increased more than twice as much as in 
the earlier decade. 

The gains in productivity since 1939 are attributable 
largely to better utilization of existing power-plant 
capacity and to the installation of new generating 
capacity, most of which occurred since the end of 
the war. Capacity utilization, as measured by the 
kilowatt-hours generated per kilowatt capacity, rose 

1About 1,400 diesel engines were installed in 1948. 


*See “Output and Productivity in the Electric and Gas Utilities, 
1899-1942,” by Jacob Martin Gould, National Bureau of Economic 
Research, 1946, p. 7. 

3The index of man-hour output was 171.0 in 1948 (1939=100). 
No significant change occurred in 1949, according to preliminary 
calculations. 

‘Output per man-hour rose 85% from 1929 to 1939. 
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almost 40% between 1939 and 19491 Usually, an 
increase in the power load requires no additional 
labor, since electric power equipment is largely auto- 
matic. Thus there tends to be an increase in output 
per man-hour. However, part of the increased utiliza- 
tion of capacity since 1939 (as shown for the entire 
industry) has come about by the full-time operation 
of stand-by plants. These plants are mostly the older 
and less efficient ones, which, in general, have rela- 
tively higher labor requirements. Hence, they had 
an unfavorable effect on the over-all output—man- 
hour ratio. 

Installation of new generating equipment increased 
the net capacity in privately owned plants from 33.9 
million kilowatts in 1939 to 50.1 million kilowatts 
in 1949, a rise of nearly 50%. The net additions in 
1948 and 1949 alone amounted to 3.3 million and 4.8 
million kilowatts, respectively, the largest annual 
increments in the industry’s history.” 


TELEPHONE AND TELEGRAPH 


Output per man-hour in the telephone industry was 
slightly below 1939 in nearly every year of the Forties, 
according to the Bureau of Labor Statistics. Through- 
out the war, it hovered within 2% of the prewar 
level. Some of the unfavorable factors were restric- 
tions on the production of new equipment, difficul- 
ties in maintaining a trained labor force, and in- 
creased long-distance traffic, with relatively few new 
circuits installed. In 1946, the index of productivity 
fell to 95 (1939=100). Some improvement in 1947 
brought productivity to about what it was before 
the war. The next year, however, it fell 7%. 

The Bureau of Labor Statistics derives these esti- 
mates by comparing the number of local and toll calls 
with the number of man-hours worked by all em- 
ployees. The results are subject to serious question 
because of limitations in both the output and labor- 
input series. Does the change in the volume of 
telephone calls indicate the rate of expansion in the 
teletypewriter exchange service, television program 
transmission service and other related telephone 
services? Television transmission, for example, is a 
new service which has been expanded very rapidly 
in recent years. 

The man-hour figures encompass all classes of em- 
ployees—persons employed in construction, installa- 
tion, maintenance and other occupations not direct- 
ly related to switchboard operation. The importance 
of this “indirect” labor increased markedly in the 
postwar years. Thus the volume of telephone calls 


1Another measure of capacity utilization is the annual load factor— 
the ratio of the energy generated to the total which would be gen- 
erated if all units operated at their rated capacity during every hour 
of the year. This factor was 53% in 1949 as compared with 59% in 
1948 and 38% in 1939. 

2The expansion program of the electric utilities is discussed in 
“How Long Will Electric Capacity Expand ?” The Business Record, 
March, 1950. 
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is not compared with even the man-hours required to 
perform the service. The BLS is currently in process 
of reviewing its man-hour output measure for this in- 
dustry. 

In the telegraph industry, output per employee* 
rose steadily during the war, partly as a result of 
longer hours. The merger of Western Union and 
Postal Telegraph in October, 1943, may also have 
effected various economies which were reflected in 
higher output per employee. Postwar movements 
are uncertain. In 1946, the production-employee 
ratio declined as the volume of business dropped 
and the average work week per employee was cut an 
hour. A substantial increase in the following year 
was partly offset by a decrease in 1948. The net re- 
sult was that the output-worker ratio in 1948 was 
17% above 1939 and about the same as in 1945. 


MINING 


Considering the major mining industries together, 
output per man-hour improved during the Forties, 
but each of the industries did not share in the rise.” 
Since 1942, production per man-hour in anthracite 
mining flirted around 90% of the 1939 level. The re- 
duction during the war can be attributed to the dif- 
ficulties of replacing worn equipment and to the labor 
shortage, with the result that older men represented a 
larger part of the work force. In the postwar years, 
the unfavorable and favorable factors seem to have 
been balanced so that there was little change in out- 
put per man-hour. One of the factors hampering pro- 
ductivity was an increase in problems in underground 
mines, such as water and the exhaustion of thick 
seams lying near the surface. On the other hand, 
the proportion of anthracite obtained from strip 
mines increased from 11% of total output in 1939 
to 23% in 1948. The number of tons mined per 
man-hour by stripping was more than twice that in 
underground mines in 1939.3 

Bituminous miners were producing nearly 12% 
more coal an hour in 1948 than they produced in 
1939.4 Travel time which has been paid for since 1943 
is not taken into account. Such adjustment would, 
of course, reduce the change over the decade. Im- 
proved productivity in the postwar years was accom- 
panied by further mechanization and extended clean- 
ing operations. Strip mining, which is far more effi- 

‘Data are not available in terms of man-hours because there is no 


adequate information on average hours per worker except for recent 
years. 

2Productivity for the group was 11% higher in 1947 and 1948 than 
in 1939—the highest level for the Forties to date. 

8See “The Mining Industries, 1899-1939,” by Harold Barger and 
Sam H. Schurr, National Bureau of Economic Research, New York, 
1944, p. 187. 

4These changes which are taken from BLS reports may differ 
significantly from those obtained by comparing the production and 
man-hours compiled by the Bureau of Mines because of differences 
in deriving man-hours. The BLS method is described in its release 
“Productivity in Bituminous Coal Mining.” 


cient with respect to man-hours than underground 
mining, contributed less than 10% of total coal ton- 
nage in 1939 but 23% in the last years of the Forties. 
Mechanical loading in underground mines, as op- 
posed to hand loading, also increased in importance. 
While less than a third of all production was loaded 
by machines prewar, nearly two thirds of the coal was 
loaded by machines in 1948. 

The trend in other major mining industries during 
the past decade is shown in the accompanying chart. 
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Business Forecasts 
(Continued from page 261) 


product]) and may approximate the whole first half, which 
will include a second quarter now threatening to top $270 
billion. At this moment (May 31) we may be standing on 
an all-time peacetime peak. . . Somewhere within the 
second half a reversal of the upward movement may take 
place. Forces are gathering for a decline while the indexes 
are still rising. And if the turning point does not come 
late this year, I believe that it will during 1951.” 


* * * 


Seminar of the American Management Association under 
the Chairmanship of Murray Shields, Vice-president, Bank 
of the Manhattan Co., June 1 (From a Summary of Com- 
ments as Reported in the Journal of Commerce, June 2): 


Henry Arthur, economist, Swift and Company—The 
present boom is based on temporary factors, but the down- 
turn will be cushioned by such items as unemployment 
insurance, the size of the federal budget, controlled agri- 
culture, and so on. 

Through the first half of next year nothing worse than 
the 1949 recession is likely. Ultimately, a recession as 
serious as that of 1931 is possible, but it will probably 
level off somewhere between that of 1949 and 1931. 

Albert G. Hart, professor, Columbia University—The 
foundations of prosperity (as between 1926 and 1928) are 
always shifting, and new props may develop under the 
economy to replace those which cannot last much longer. 
It is not clear that things actually will turn down, but “a 
good guess” is that in the first year of the downturn it 
will get no lower than 1930, and in the second year no 
lower than 1931. 

Emerson P. Schmidt, director of economic research, 
United States Chamber of Commerce—“I am convinced 
that by 1951 a tendency toward contraction will be with 
us, but I do not know how deep it will go.” Overborrowing 
is already a problem in the field of real estate and consumer 
credit. 


Wilson Wright, economist, Procter and Gamble—Later 
this year, or early next year, there will be some recession. 
It will probably not go very far before new stimulants are 
injected into the economy, but very possibly at the price 
of higher taxes and a further increase in the federal debt. 


—C. P. 
THE CONFERENCE BOARD 
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1948 1949 1950 


OTH earnings and employment improved in 

April. Hourly and weekly earnings moved up- 
ward to new highs and the number of production 
workers on manufacturing pay rolls rose above any 
point recorded since October, 1949. Working hours 
remained unchanged, however, between March and 
April. 

With industrial production at its highest point in 
over a year, manufacturing employment climbed to 
11,556,000 workers in April. This was an increase of 
7,000 workers since March. The total remained sub- 
stantially below the April, 1949, level, however, even 
though it was higher than at any other time during 
the past six months. Widespread separations follow- 
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ing spring recessions in the nondurable goods indus- 
tries retarded the over-all upward pattern. There was, 
nevertheless, a marked acceleration in many of the 
heavy goods industries to compensate for the produc- 
tion losses suffered as a result of the recent coal strike. 
Iron and steel mills, automobile factories and machin- 
ery plants all reported increased operations. 

Weekly working hours averaged 39.7 each month 
from January through April for all manufacturing in- 
dustries combined. But in durable and nondurable 
goods, divergent patterns appeared. There was a 
steady rise in the former group since the beginning 
of the year, with a gain of forty-eight minutes in the 
average week. In contrast, in the nondurable goods 
field, the work week fell from 39.4 hours in January 
to 38.5 hours in April, or fifty-four minutes. 

Hourly earnings rose each month since December, 
1949, and each time reached a new high in the Bureau 
of Labor Statistics series. The April average came 
to $1.433—almost a cent more than in March and 
over three cents higher than a year ago. The month- 
to-month gains were scattered quite evenly among 
the hard and soft goods industries. 

The general advance in weekly earnings, however, 
was concentrated among the durable goods industries. 
A pay-roll jump in transportation equipment, pri- 
mary metals and nonelectrical machinery manufac- 
tures, reflecting overtime payments for extended 
working hours, was most important in raising the 
weekly average. The petroleum and rubber indus- 
tries also reported considerably higher weekly returns. 
Numerous declines occurred in the remaining non- 
durable goods classifications. Seasonal slowdowns 
curtailed overtime work and consequent take-home 
pay in such industries as leather, apparel and textiles. 


Exuizasetu M, Case. 
Statistical Division 


EARNINGS, HOURS, EMPLOYMENT AND PAY ROLLS OF PRODUCTION WORKERS IN 
INDUSTRIES! 


MANUFACTURING 


All Manufacturing Industries 


Date 


Avera, Average 
Hourly 


Earnings 


(Ae ee ee ee ee 
-400 


1949 |March........... ok 
Aprile tacteta cots 1.401 88.4 
ye Rs od 1.401 38.6 
JUNET ESS. pees 1.405 38.8 
Ship hoe eee 1.408 38.8 
August........... 1.399 39.1 
September........ 1.407 39.6 
October.......... 1.392 39.7 
November........ 1.392 39.1 
December........ 1.408 39.8 

1950 January.......... 1.418 39.7 
February .'s...:.-\. 5. 1.420 39.7 
March asschicees's 1,424 39.7 
April ps. WoW tecsd ware 1.433 39.7 


pPreliminary estimate. 
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Durable Goods Nondurable Goods 


Average average Average Average Aver: 
Hourly Weekly Weekly Hourly Wee 
Earnings Earnings Hours Earnings Hours 
1 bs .5 $1 .323 38.6 
1.467 .0 1.321 37.6 
1.467 .0 1.323 88.1 
1.475 12 1.324 88.5 
1.477 .8 1832 38.7 
1.473 Ss 1.319 38.9 
1.482 6 1.328 39.6 
1.458 9 1.325 39.6 
1.457 .0 1.325 39.3 
1.476 wl 1.334 89.5 
1.485 .0 1.343 39.4r 
1.483 al 1.350 39.3 
1.487 2 1.354 39.2 
1.496 5 1.357 38.5 


rRevised. Source: Bureau of Labor Statistics 


Selected Business Indicators 
(Annual statistics appear in “The Economic Almanac 1950,” pages 38, 39) 


1950 1949 
Item Unit 
April March February January April 
Industrial Production 
Total (ERB)iGS) sence ecu eeeere 1935-39 =100 || p 189 |r 187 181 183 179 
Manufacturing (FRB) (S)........ 1935-39 =100 || p 198 194 192 192 184 
Durable goods (FRB) (S)....... 1935-39 =100 || p Q21 212 207 209 212 
LOO]. zpcreveye epaile te retake epeieteaeiein tate 000 net tons 8,213 7,487 6,793 7,930 7,796 
Pig iron...).1.cjj<c'as tee ee 000 net tons 5,577 4,601 4,173 5,294 5,531 
Copper (refined).............- net tons 103,293 113,440 94,036 95,229 93,873 
Lead (refined): ic: 5.0 ncehn eee net tons 48,196 49,104 41,670 47,512 48,957 
Zinc (slab) .2c-cee once eer net tons 75,877 77,946 69,639 69,948 75,921 
Glass containers.............. 000 gross 8,420 8,204 |r 7,290 7,952 7,035 
Liimber irises ee million bd. ft. 8,227 3,091 2,463 2,387 2,613 
Machine tools!............... 1945-47=100 |p 61.7 |r 75.3 56.1 52.8 74.7 
Machinery (FRB)............ 1935-39=100 |lp 251 #5 243 237 7r 229 240 
Transportation equip. (FRB). .|/ 1935-39=100 ||p 229 r 215 211 r QA1 235 
Automobiles, factory sales..... units n.d. 469,529 385,025 487,854 402,402a 
Nondurable goods (FRB) (S)....|] 1935-39 =100 || p 179 |r 180 180 179 ~ 162 
Cottonti recs deere oar bales 711,511 898,228 739,438 734,186 598,502 
Woolttitre ke. Geo ncgteters million pounds n.d. 57.3 51.6 52.5 44.4 
Rayon! yarns million pounds 91.5 81.0 71.5 78.1 47.9 
Food prod., mfd. (FRB) (S). . .|| 1935-839 =100 || p 162 166 161 161 162 
Chemicals (FRB) (S)......... 1935-39 =100 || p 250 Q47 Q47 |r 248 937 
Newsprint, North American. ..|/ short tons 505,338 532,206 468,346 491,286 517,907 
Paper eccyccidaaiteste ono belie % of capacity 100.9 102.6 101.1 98.7 85.1 
Paperboard:.) 02-1 asa oe % of capacity 92 91 92 88 79 
Boots and shoes.............. thous. of pairs n.d. 46,224 |r 39,259 38,696 44,818. 
Cigarettes (small)?............ millions 26,155 |r 32,036 25,645 29,290 27,307 
Mining (RRB)i(S)iee 5. cneee cane 1935-39 =100 || p 142 Ir 144 118 130 148 
Bituminous coal.............. 000 net tons 45,698 |r 53,104 11,808 31,277 47,425 
Anthracite 528 Gust aarnaiece 000 net tons 3,355 |r 4,882 2,581 2,914 3,722 
Crude petroleum’............. 000 barrels n.d. 4,878 4,967 4,922 5,224a 
lectric’powert.: ose sah eee see ae million kwh 5,878 5,954 5,938 5,949 5,336 
Construction’ 32+ cence e eee eere 000 dollars 1,350,496 | 1,300,201 779,530 730,855 842,586 
Heavy engineering—Public®........ 000 dollars 83,796 74,008 68,558 121,856 78,918 
Heavy engineering—Private’....... 000 dollars 137,920 124,683 102,996 107,013 68,505 
Distribution and Trade 
Carloadings, total**............... thousand cars 718.9 696.4 569.2 603.1 766.2 
Carloadings, miscellaneous**........ thousand cars 358.2 337.9 324.6 312.8 345.5 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 319.6 318.3 313.6 316.84 
Department store sales (S)......... 1935-39 = 100 292 QT 280 282 293 
Variety store sales (S)............. 1935-39 = 100 222.0 |r 222.0 |r 226.4 228.1 221.2 
Rural retail trade (S).............. 1929-31=100 n.d. 299.7 315.9 324.5 301.8a 
Grocery chain store sales (S)?....... 1935-39 = 100 379.0 |r 377.0 |r 368.3 356.0 366.3 
Magazine advertising linage........ thous. of lines 4,482 4,270 3,868 3,261 4,350 
Commodity Prices 
All commodities (BLS)............ 1926 =100 p 152.917 152.7 152.7 151.5 156.9 
Raw materials..0:54;.5.0uek ore 1926 =100 p 162.5 }r 162.8 162.4 159.8 165.8 
Semi-manufactured articles....... 1926=100 p 143.9 }r 144.1 144.3 144.8 153.1 
Manufactured products.......... 1926 =100 p 149.4 ]1r 148.9 ]r 149.1 148.2 153.0 
Farm products........-...+-00. 1926 =100 p 159.3 159.4 159.1 154.7 170.5 
Foods 7.5 oe ee ee eee 1926 =100 p 155.3 155.5 156.7 154.8 162.9 
Sensitive industrial (NICB)‘........ 1929=100 140.9 139.7 140.3 141.6 132.8 
Sensitive farm (NICB)4............ 1929 =100 169.5 170.0 169.8 166.9 169.4 
Retail prices) iv: acyecteine erence ciel ees 1935-39 = 100 n.d. 183.8 183.3 183.8 189. 4a 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 141.8 138.8 136.7 135.1 118.5 
Industrials: e8360,% 1 sure. foe 1935-39 = 100 150.0 146.5 144.4 142.6 124.2 
Railroads:2..; “hate ea enter eek 1935-39 = 100 109.5 108.5 107.2 107.8 97.1 
itilities 15 s:y.maketrsent apie ee. 1935-39 = 100 111.0 109.6 107.4 105.8 96.1 
Total no. shares traded N.Y. Stock Ex. thousands 60,680 50,546 43,282 54,738 27,854 
Corporate bond yields (Moody’s). . .|| per cent 2.84 2.84 2.83 2.83 3.00 
Financial Indicators 
Bank debits, outside New York City'| million dollars 54,689 60,915 50,546 56,377 53,374 
New capital corporate issues........ 000 dollars 346,625 | 366,302 | 148,580 | 553,190 | 683,528 
Refunding isstesay.s eee ee 000 dollars 88,856 | 168,441 20,488 | 107,975 1,221 
Comm., industrial and agric. loans‘.|] million dolars 13,624 13,831 13,891 13,860 14,409 
Total personal income (S)*......... billion dollars n.d. 999 7 219.1 218.1 210. 2a 
Money in circulation, end of month.|| million dollars 27,047 |r 27,042 27,068 26,941 27,417 


2Consumption; cigarette consumption measured by taxpaid withdrawal 

6Engineering News ord—average weekly 7Grocery and combination chain store sales 8140 centers Annual rate 

to March, 1950 cPercentage change, March, 1949, to March, 1950 dPercentage change, 8 months 1949 to 3 months 1950 
*Value as traffic indicator subject to variations in length of haul and amount loaded rRevised 


280 


SAdjusted for season variation ‘Shipments 


aMarch, 1949 


3A veragetdaily 
eEstimated 


Percentage Change 


+1.1 0.4 
+2.1 +0.6 
+4.2 4.3 
+9.7 —4.6 
+21.2 -11.9 
-8.9 +19.2 
-1.8 =2°5 
=< -1.9 
+2.6 +13 .3 
+4.4 +16.5 
-18.1 -15.1 
+3.3 —6.1 
+6.5 -6.7 
+21.9b +27.5d 
0.6 +5.9 
—20.8 +17.0 
+11.06 +16.9d 
-11.7 +26.3 
2.4 +0.6 
+1.2 F +0.3 
—5.0 A =1,.3 
=157 6 +11.5 
+1.1 .o +9.7 
+17.7b -lc +4.5d 
-18.4 a +1.2 
-1.4 wl Sie 
-13.9 6 -19.5 
-31.3 9 +7.8 
-1.8b .6¢ ~7.6d 
-1.3 2 +6.7 
+3.9 3 +57.5 
+13.2 2 +20.0 
+10.6 3 +64.0 
+3.2 -8.5 
+6.0 -3.0 
+0.46 -0.8d 
+6.6 —2.0 
0 -1.8 
-5.1b -5.5d 
+0.5 +1.4 
+5.0 -0.6 
+0.1 -3.8 
—)'.2 -3.1 
=a -8.4 
+0.3 -3.5 
0.1 -7.4 
—0.1 4.7 
+0.9 -2.0 
-0.3 =l.1 
+0.36 -3 .4d 
+2.2 +16.4 
+2 .4 +17.2 
+0.9 +8.3 
+1.3 +14.2 
+20.0 +107.3 
0 6.7 
-10.2 +3.1 
5.4 -20.6 
47.2 +682 .6 
=—15 -8.2 
+1.6b 4+3.7d 
+0.0 -1.7 
4Average weekly — 5F. W. Dodge 


bPercentage change, February, 1950, 
n.a.Not available oPreliainne 
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What Executives Say 


Second-half Prospects Are Good 


OPERATIONS AND ORDERS FOR SECOND HALF 
OF 1950 COMPARED WITH FIRST HALF 


METAL MANUFACTURES 
Air-conditioning Equipment 
& Operations distinctly lower, as well as new orders... 


Operations higher but new orders lower due to seasonal 
characteristics . . . Operations higher. ite 


Automobiles and Equipment 


f Operations about equal . . . Operations lower, also new 
orders by 20% . . . Operations approximately the same, or 
possibly 5% to 10% higher . . . Operations higher by 15% 
to 20% .. . Considerable increase in orders and delivery 
requests during past sixty days, but operations slightly lower 
. . . Operations and new orders a bit lower . . . New orders 
12% higher. 


Electrical Appliances and Supplies 


Operations 20% higher . . . Operations higher . . . Opera- 
tions somewhat lower, and orders off 10% to 20%... 
Operations about equal... Approximately 10% lower 
operations . . . Higher operations . . . Operations higher and 
new orders up 8%. . . Operations and new orders about 
the same. 

Electrical Machinery 


Operations moderately lower, with new orders also lower 
by 10% . . . Operations higher by 30% to 40% . . . Opera- 
tions 50% higher, due to seasonal improvements . . . Ship- 
ments down 5%, but new orders remain about the same. . . 
Operations very much lower; orders so low compared with 
normal that they can’t drop much further . . . Operations 
higher; new orders steady . . . Operations slightly lower but 
new orders up 3%. 


Hardware 


Operations slightly lower; also new orders, possibly by 
10% . . . Operations higher; new orders up 20%... 
Operations and shipments 10% higher . . . Operations, ship- 
ments and new orders about the same . . . Operations equal 
or slightly higher, but new orders 20% lower. 


Heating and Plumbing Equipment 


Operations somewhat lower; orders somewhat higher. . . 
Operations slightly higher, with new orders up 10% to 20% 
. . . Operations higher but no change in new orders... 
Operations higher; new orders somewhat less . . . Operations 
higher but no change in new orders . . . Operations and new 
orders up 10%. 


Industrial Machinery—General 


Operations and new orders at same level . . . Operations 
and new orders approximately the same . . . Capacity opera- 
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tions to continue in second half, with new orders keeping pace 
. . . Operations and new orders about the same or slightly 
higher . . . Operations and new orders the same... No 
change in operations and new orders . . . Operations higher, 
with new orders up 10%. . . Operations higher; also new 
orders by 10%. 


Industrial Machinery—Specialized 


Operations about 10% higher, with new orders the same 
. . . Operations and orders lower . . . Operations somewhat 
lower, with new orders off considerably unless there are 
sizable foreign orders . . . Operations about level but new 
orders lower. . . Operations somewhat higher; also new 
orders by 5% . . . Somewhat better operations . . . Opera- 
tions slightly higher, with new-order volume about the same 
. . . Lower operations. 


Instruments and Controls 


Operations higher; new orders up 10%. . . Operations 
slightly higher, with no change in new orders. . . Higher 
operations; this is normal under seasonal cycle . . . Opera- 
tions perhaps a little higher, but new orders slightly lower. 


Machine Tools 


Possibly a decline in operations and new orders. . 
Operations higher . . . Operations higher, with new orders 
about the same . . . Operations at same rate but new orders 
down . . . Operations about the same, with new orders down 
perhaps 15% to 20% . . . Slightly increased rate of opera- 
tions, possibly 6%; new order increase of not more than 25% 
. . . Operations slightly lower . . . Operations 10% higher, 
with new orders holding steady. 


Office Equipment 


New orders off not more than 10% . . . Operations and 
new orders about the same. . . Operations perhaps 10% 
lower . . . Operations stepped up at least for third quarter 
. . . Operations about the same. ..No change in new 
orders after seasonal adjustments . . . Operations and new 
orders on same level. 


Railroad Equipment 


Operations about the same or slightly lower . . . Opera- 
tions lower; also new orders, possibly as much as 50%. . . 
Operations approximately the same and orders somewhat 
less . . . Materially higher operations. 


Steel 


Continuation of present high levels of operation. . . 
Operations somewhat lower, particularly in fourth quarter 
. . . Operations equal or slightly higher, with new orders 
continuing on a high level . . . Operations moderately lower 
and a gradual decline in new orders . . . Operations and new 
orders down about 5% . . . Operations relatively the same 
. . . Operations equal or slightly better . . . Operations and 
new orders off slightly. 
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OPERATIONS AND ORDERS FOR SECOND HALF 
OF 1950 COMPARED WITH FIRST HALF 


Miscellaneous 


Operations about the same, but new orders 10% higher 
. . . Operations about the same . . . Probably higher opera- 
tions. . . Operations approximately the same, with new 
orders less . . . Outlook favorable, with sales continuing at 
about the same level . . . Operations higher, with new orders 
in about the same volume . . . Operations approximately the 
same, with a possible improvement in new orders . . . Opera- 
tions higher and new orders up 20%. . . Slightly higher 
operations . . . Operations higher, with new orders approxi- 
mately 15% greater . . . Operations and new orders practi- 
cally the same . . . Same level operations, with a falling off 
in new orders. 


NONMETAL MANUFACTURES 


Apparel 
Operations and orders higher . . . Operations and orders 


the same. 


Building Materials and Supplies 


Sales higher by 9%, orders the same . . . Operations 50% 
higher, due to additional plant capacity . . . Operations and 
orders higher . . . Operations and orders the same. 


Chemicals 

Operations and new orders 10% higher . . . Operations and 
orders the same... Sales 5% above. ..No change in 
operations and orders. . . Operations will be higher... 


Operations lower; orders unchanged . . . Operations higher; 
orders 8% higher. 


Food Products 


Operations lower, sales 5% to 10% lower . . . Operations 
better; orders 2% higher . . . Sales 4% to 8% higher. . . 
Little difference in operations . . . Sales slightly larger. . . 
Operations and orders the same. . . Operations slightly 
higher; orders 10% higher . . . Operations higher . . . Op- 
erations a little higher . . . Operations lower, due to change 
in sales policy; orders down 25%. 


Leather and Products 


Operations 6% or 7% higher in units, and about the same 
in dollars. Orders larger in units, but the same in dollars . . . 
Operations and orders the same . . . Operations and orders 
5% higher. 


Paper and Products 


Operations at same level, orders slightly lower . . . Opera- 
tions and orders the same. . . Operations to be approxi- 
mately 12% lower, new orders 12.6% under . . . Operations 
and new orders equal to those in first half . . . Operations 
higher, new orders the same . . . Operations approximately 
the same; orders may drop off slightly toward the end of 1950 
. . . Operations slightly lower, due to seasonal variations. . . 
Operations will equal the first half and new orders will do the 
same. . . Operations and orders the same. . . Operations 
and orders about the same. . . Operations should be about 
the same. 


Petroleum 


Domestic operations will be 5% to 10% higher. . . Op- 
erations higher, and total sales 5% to 10% higher. . . On 
a basis of growth trends, 2% to 3% better . . . Operations 
moderately higher . . . Operations will be lower because of 
seasonal business. 


Textiles and Products 


Operations about the same. . . Sales should exceed the 
first half, but this is a normal seasonal pattern . . . Opera- 
tions will be about 5% lower . . . Operations and new orders 
at least 10% higher. . . Operations might be about 10% 
lower . . . Operations higher and orders about 10% better 
. . . Operations higher, with new orders 10% higher... 
Operations greater in second half. . . Operations will be 
higher in some products and lower in others; new orders will 
not be so high . . . Operations will be carried on at a pace 
about equal to first half; orders may fall off for certain items 
. . . Operations and new ‘orders the same. 


Miscellaneous 


Operations will be about the same. . . Operations and 
orders will be lower . . . Operations will be lower; new orders 
to decline approximately 10% .. . Operations and orders 
will be lower, which is normal seasonal trend . . . Stepup in 
operations of 10% to 20% . . . No material change in opera- 
ations . . . Operations will not be higher; orders will probably 
be 15% to 20% lower . . . Operations to be the same. . . 
Sales will be higher . . . Operations will be larger . . . Op- 
erations higher and orders 5% higher . . . Domestic sales to 
be 10% below those for first half. . . A 20% increase in 
operations, due to seasonable increase . . . Operations will 
be approximately the same . . . Orders to be 10% higher. 


OPERATIONS AND ORDERS FOR SECOND HALF 


OF 1950 COMPARED WITH SECOND HALF OF 1949 


METAL MANUFACTURES 


Air-conditioning Equipment 

Operations at least 5% higher; new orders likewise up. . . 
New orders up by approximately 10%. . . Operations 
about equal. 


Automobiles and Equipment 


Operations slightly higher . . . Operations and new orders 
up . . . Operations and new orders at same level . . . Higher 
operations; also new orders by 15%. 


Electrical Appliances and Supplies 


A 10% increase in operations . . . Higher operations. . . 
Operations up; also orders, probably 30% to 40% . . . Op- 
erations 40% higher. . . Greater sales. . . Higher opera- 
tions and an increase in new orders of about 8% . . . Higher 
operations and new orders. 


Electrical Machinery 

Operations down, but new orders somewhat higher. . . 
Operations higher by 10% to 15% . . . Shipments down 12% 
and new orders up 5% . . . Operations and new orders very 
much lower . . . Higher operations; new orders up by 20% 
. . . Operations lower and new orders down 2%, 
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Hardware 


Operations higher, with new orders up 10% . . . Opera- 
tions higher; new orders up 20% . . . Shipments and orders 
increased by 20%... Shipments and orders 10% higher 
. . . Operations equal or slightly higher, with new orders 
up 10%. 


Heating and Plumbing Equipment 


Operations lower, but new orders higher . . . Same level 
of operations, but new orders up 10% to 20% . . . Operations 
higher, with no change in new orders . . . Operations about 
the same, with a slight increase in new orders . . . Operations 
higher; new orders up about 10% . . . New orders increased 
by 25% or more . . . Operations 14% higher and orders ap- 
proximately 15% greater. 


Industrial Machinery—General 


Capacity operations, but new orders off perhaps as much as 
25% . . . Operations substantially lower because of no back- 
log; new orders much higher . . . Operations the same; new- 
order outlook favorable . . . Operations slightly better, but 
no change in new orders. . . Operations higher, but new 
orders off by 5% . . . Billings lower, with new orders prob- 
ably 15% higher. 


Industrial Machinery—Specialized 


Operations 25% higher, due to expanded facilities but no 
change in new orders . . . Lower operations . . . Operations 
about the same with new orders somewhat lower . . . Pro- 
duction 5% to 10% higher, but a decrease in new orders. . . 
Operations and new orders approximately the same... 
Lower operations . . . Operations possibly 25% higher, with 
new orders at a slower rate. 


Instruments and Controls 


Operations higher; also new orders by about 10%... 
Operations the same, with new orders increased perhaps as 
much as 20%. . . Higher operations . . . Operations and 
new orders considerably higher. 


Machine Tools 
Approximately 15% increase in operations . . . Operations 
higher and new orders considerably improved . . . Rate of 


production 7% higher, due to large backlog . . . No change 
in operations . . . New orders at same rate . . . Operations 
higher . . . Operations down 30% to 40%; new orders also 
much lower. 


Office Equipment 


Incoming orders within 10% of present rate . . . Opera- 
tions off 15%; new orders somewhat lower . . . Operations 
and new orders ahead by 10% to 15%. 


Railroad Equipment 


Operations higher . . . Operations lower and new orders 
off by about 8%. . . Substantially higher operations and 
new orders . . . Operations higher. 


Steel 


Operations better because of no strike . . 
higher; continued high level of new orders. . 


. Operation rates 
. Production 
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higher because of 1949 work stoppage . . . Operations 10% 


to 15% greater . . . Higher operations. 


Miscellaneous 


Operations 10% lower; new orders about the same... 
Operations somewhat less . . . Increased operations and new 
orders . . . Sales at same level . . . Operations considerably 
higher and new orders up approximately 50% . . . Opera- 
tions lower... Higher operations... Operations 50% 
better . . . Operations the same, but new orders down 35% 
. . . A 5% increase in operations and new orders. 


NONMETAL MANUFACTURES 


Apparel 
Operations will be higher and volume of business 7% 
greater . . . Operations and orders will be the same. ..A 


15% increase in sales. 


Building Materials and Supplies 


Increase in sales and orders 15% . . . Operations should be 
50% higher, due to additional plant capacity . . . Operations 
5% higher . . . Operations likely to be between 5% and 10% 
greater . . . Operations and new orders higher. 


Chemicals 


Orders 8% to 10% higher. . . Operations and orders 
higher by 10%. . . Sales 10% higher . . . Operations and 
orders to be slightly larger... Operations higher. . . 
Orders approximately 20% higher . . . Operations higher; 
orders 10% higher . . . Orders 12% higher; operations also 
higher. 


Food Products 


Operations very much lower; sales 10% to 12% lower 
. . . Operations the same . . . Sales should be 5% higher. . . 
Little difference in operations . . . Sales slightly larger. . . 
This year will duplicate 1949 . . . Larger production . . . Op- 
erations slightly higher, orders 5% higher . . . Operations the 
same . . . Operations a little higher . . . Operations lower, 
new orders down 25%, due to change in sales policy. 


Mining and Quarrying 
Domestic sales 10% higher. . . Output about 5% less, 
orders 10% to 12% less . . . Operations at least 20% higher. 


Miscellaneous 


Operations a little lower . . . Operations and orders lower 
. . . Operations higher; orders at least 15% higher . . . Op- 
erations and orders equal to or above the first half . . . Op- 
erations the same. . . Operations 10% to 15% higher. . . 
Operations greater; orders about the same as first half 
. . . Sales higher . . . Operations and orders the same. . . 
Sales in units should be up 6% or 7%; dollar volume will be 
about the same . . . Operations and orders about 5% higher 
. . . Operations 25% to 30% ahead . . .Operations higher, 
orders 15% higher. 


Paper and Products 


Operations the same or slightly above; orders about the 
same. . . Operations and orders the same. . . Operations 
5% higher, new orders 1% above . . . Operations and orders 


284 


OPERATIONS AND ORDERS FOR SECOND HALF 
OF 1950 COMPARED WITH SECOND HALF OF 1949 


. Operations should be better. . 


. Operations 
expected to be greater; also orders by 7% . . . Operations 
slightly greater . . . Operations and orders the same... 


the same. . 


Operations and orders slightly lower . . . Operations slightly 


higher. 


Petroleum 

Normal operations 1% or 2% higher. . . Operations 
higher, total sales less than 5% higher. . . On a basis of 
growth trends, 5% to 6% better . . . Operations probably 
lower . . . Operations about 1% higher. 


Textiles and Products 


No confidence that business will be any better . . . Opera- 
tions somewhat higher . . . Operations probably 5% lower; 
new orders lower . . . Volume about the same. . . Opera- 
tions and orders 10% higher . . . Operations probably 5% 
higher . . . Orders about even . . . Operations higher; orders 
50% higher . . . Operations in line with second half of 1949 
. . . Operations a little higher; orders may also be higher . . . 
Operations will not differ materially; orders will probably be 
slightly lower . . . Operations and orders the same. 


| ABILITY TO MAKE PROMPT SHIPMENTS | 


METAL MANUFACTURES 
Air-conditioning Equipment 


A little difficulty but only temporary . . . No difficulty 
(two companies). 


Automobiles and Equipment 


No difficulty expected (four companies) . . . Inventories 
permit prompt shipments. . . No difficulty, but Saturday 
overtime work required . . . Some difficulty owing to un- 
usually early shipping dates requested by customers and 
tightness in steel industry . . . Some difficulty resulting from 
inadequate notice of customer requirements. 


Electrical Appliances and Supplies 


Shortage of television picture tubes may delay shipments 
. . . Unable to deliver promptly . . . Foresee no difficulty 
(four companies). 


Electrical Machinery 


Expect no difficulty (four companies) . . . Shortages may 
cause some disappointments . . . Few items not available for 
prompt shipment, mostly newly designed products... 
Customers’ requirements much shorter than ability to pro- 
duce and ship. 


Hardware 


Not possible on all occasions . . . Presently a little behind, 
but hope to increase facilities . . . Difficult to promise prompt 
shipments because of fairly heavy backlog . . . No difficulty 
expected (two companies). 


Heating and Plumbing Equipment 


No difficulty unless steel supply tightens... A little 


slower . . . Always difficult during fall season . . . No diffi- 


culty (four companies). 


Industrial Machinery—General 


No difficulty (five companies) . . . Considerably improved 
. . . Warehouse inventories permit prompt shipments. . . 
Improved considerably, having cleaned up most of the back- 
log . . . Delivery two to three months slow. 


Industrial Machinery—Specialized 


No difficulty (five companies) . . . Six-month to twelve- 
month deliveries, depending upon type of machine . 
Customers no longer willing to wait for reasonable deliveries. 


Instruments and Controls 


Foresee no difficulty (four companies). 


Machine Tools 


No difficulty expected (five companies) . . . Deliveries 
lengthened because shipments of new orders are contingent 
upon made-to-order mechanisms . . . Deliveries extended in 
general and on certain items even into 1951. 


Office Equipment 
Look forward to no difficulty (seven companies). 


Railroad Equipment 


No difficulty expected (two companies) . . . Some diffi- 
culty a possibility. 


Steel 


Expect no difficulty (four companies) . . . Difficulty in 
making prompt shipments of pipe and sheets, particularly in 
second quarter . . . Doubtful whether supply will catch up 
with demand to make prompt shipments by year end possible 
. . . Still unable to make prompt shipment on most of 
our products. 


Miscellaneous 


Anticipate no difficulty (eight companies) . . . Difficulty 
in obtaining special items for custom-built product. . . 
Unable to obtain raw materials promptly; thus intelligent 
scheduling of output is constant problem . . . Extension of 
present strike of railroad firemen or occurrence of other 
possible strikes could interfere with receipt of needed material 
. . . Steel mills loaded down for near future. 


NONMETAL MANUFACTURES 
Building Materials and Supplies 


Little difficulty expected . . . At present, approximately 
three months behind . . . Having some difficulty and expect 
it to continue . . . Will have some difficulty with certain 
products as demand is never in balance with production . . 
Expect difficulty because in some areas we are already five 
weeks to six weeks behind . . . No difficulty expected since 
we have restricted order file. 


Chemicals 


May have some trouble as a result of delays in receiving 
raw materials in quantities ordered . . . With exception of a 
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few products, no difficulty anticipated . . . No difficulty ex- 
pected (six companies). 


Food Products 
Expect no difficulty (nine companies). 


Mining and Quarrying 


No difficulty expected (two companies) . . . Will probably 
have difficulty. 


Paper and Products 


Expect no difficulty (eight companies) . . . Our backlog 
makes it extremely difficult... We expect difficulty in 
September, October, and November, which is seasonal. . . 
We expect to make fairly prompt shipment. . . Certain 
products have been on allocation for some time and will 
continue so; other than this, we expect no difficulty . . . 
Since orders have been running ahead of production, we will 


have difficulty. 


Petroleum 


No difficulty expected (five companies). 


Textiles and Products 


If the trade continues to buy as little as it does today, there 
will be no difficulty . . . If orders pick up beyond what we 
anticipate, we will have difficulty . . . No difficulty foreseen 
(seven companies). 


Miscellaneous 


Because of better organization within the plant, no diffi- 
culty expected . . . With exception of several major products, 
no difficulty . . . As we have little carry-over, no difficulty 
should arise . . . As we are producing at peak capacity, we 
will have some difficulty ...No difficulty anticipated 
(eight companies). 


| MATERIAL — AVAILABILITY AND PRICES | 


METAL MANUFACTURES 

Air-conditioning Equipment 

No difficulty in obtaining adequate supplies (two com- 
panies)... No change expected in material prices... 
Some difficulty in obtaining adequate supplies but problem 
is of mimor proportions . . . Difficulty in obtaining supplies, 
particularly steel and motors, but expect situation to improve 
as automobile industry passes its peak . . . Some increases 
in prices have taken place and more are expected . . . Prices 
to increase during next six months. 


Automobiles and Equipment 


Expect no difficulty in obtaining adequate supplies (six 
companies) . . . No change expected in material prices (three 
companies) . . . Rubber has advanced considerably and some 
other basic commodities may increase slightly . . . Anticipate 
delivery shortages, particularly steel, and some slight increases 
in prices during next six months . . . Some difficulty in secur- 
ing adequate supplies, but not serious; price increases in 
certain lines, offset to some extent by reductions in others . . 
Difficulty in obtaining rubber and steel diminishing. . . 
Steel sheets temporarily a scarce item . . . Difficulty in ob- 
taining sheet steel. 
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Electrical Appliances and Supplies 
No difficulty expected in obtaining adequate supplies (seven 


companies) . . . No change expected in material prices (four 
companies) . . . Serious difficulties in obtaining adequate 
steel supplies which may affect deliveries; a modest increase 
in prices . . . Possible shortage of steel sheets . . . Upward 


movement in prices during next six months... . Slight in- 


crease in prices . . . Prices up. 


Electrical Machinery 


No difficulty seen in obtaining adequate supplies (eight 
companies) . . . No change expected in material prices (two 
companies) . . . Slight upward price pressure . . . Copper 
prices up and expected to go higher; many other items also 
rising . . . Little advance in lead prices . . . Perhaps 1% in- 
crease in prices in next six months. 


Hardware 

No difficulty in obtaining adequate supplies anticipated 
(four companies) . . . No change expected in material prices 
(three companies) . . . Anticipate difficulty in obtaining ade- 


quate supplies . . . Already some marked increases in zinc 
and brass prices and more expected before end of 1950. . . 
Take a little longer to get steel and brass than a year ago... 
At first sign of competition in steel industry, expect some large 
increases in extras might be rescinded. 


Heating and Plumbing Equipment 


No difficulty in obtaining adequate supplies expected (five 
companies) . . . Look forward to no change in material prices 
(three companies) . . . Materials a little harder to buy, and 
costs somewhat higher . . . Extras on quantities, sizes, etc., 
which increase price . . . Steel as tight today as in last four 
or five years; also difficulty with control equipment. . . 
Small upward movement in prices. . . All signs point to 
price increases . . . Prices to go up. 


Industrial Machinery—General 


No difficulty in obtaining adequate supplies, foreseen (five 
companies) . . . No change expected in material prices (eight 
companies) . . . Material procurement continues a problem, 
and may become worse if arms program is increased. . . 
Some difficulty in obtaining certain types of steels, principally 
bar stock of special analysis, deep drawing steel, and certain 
sizes of plate, and expect this condition to become worse dur- 
ing course of year . . . Steel supplies short and prices on the 
rise. . . Great difficulty in obtaining steel, with deliveries 
two and three months slow . . . Material prices higher. 


Industrial Machinery—Specialized 


Anticipate no difficulty in obtaining adequate supplies 
(seven companies). ..No change expected in material 
prices (three companies) . . . Some trouble with steel during 
next six months. . . See difficulty in securing sheet steel and 
a continuation of price rises . . . Prices will rise slightly. 


Instruments and Controls 


Expect no difficulty in obtaining adequate supplies (three 
companies) . . . See no change in material prices (two com- 
panies) . . . Further upward movement of material prices 
. . . Adequate supplies of many materials increasingly hard 
to obtain, even at slightly higher prices. 


286 


MATERIAL — AVAILABILITY AND PRICES 


Machine Tools 


Anticipate no difficulty in obtaining adequate supplies (five 
companies) . . . No change expected in material prices (two 
companies) . . . Further price advances likely during next six 
months . . . Some difficulty in obtaining precision bearings, 
drop forgings and certain analyses of special alloy steels . . . 
Prices to continue increasing . . . Slowly rising prices. . . 
Average of 5% price increase . . . Bearings in short supply 
. . . Slight difficulties in obtaiming iron and steel with minor 
price increases either directly or through gray market. 


Office Equipment 


See no difficulty in obtaining adequate supplies (four com- 
panies) . . . Expect no change in material prices (four com- 
panies) . . . Some trouble in obtaining electronic components 
used in television parts . . . Steel and brass in short supply, 
and probably a price increase . . . Tightening in metal situ- 
ation, with higher prices . . . Some tapering in prices as a 
result of increased competition. 


Railroad Equipment 


No difficulty in obtaining adequate supplies expected (two 
companies) . . . No change expected in material prices . . . 
Difficult to secure steel in balanced carsets for new freight 
cars . . . Possibility of price increases . . . Difficulty in ob- 
taining rolled-steel products and probably price increases, 
partly on account of pensions. 


Steel 


No difficulty in obtaining adequate supplies expected (four 
companies) . . . No change expected in material prices . . . 
Government’s scrap piling may interfere with acquisition of 
scrap steel and some ferroalloys . . . Appearances of tighten- 
ing market and higher prices for steel scrap . . . Acute short- 
age of copper bars and cold-rolled steel in coils . . . Sensitive 
items, especially scrap, will go up in price . . . Prices increas- 
ing for several months and likely to continue. 


Miscellaneous 


Expect no difficulty in obtaining adequate supplies (nine 
companies) . . . No change expected in material prices (five 
companies) . . . Probably some price increases. . . Diffi- 
culty and slight increase in prices . . . Occasional sharp but 
temporary upturns in prices of certain commodities . . . Not 
getting enough steel . . . Steel shortage and slightly higher 
prices . . . Prices increasing slightly . . . Prices to continue 
rising but not beyond end of second half . . . Increased prices 
on some items like copper. 


NONMETAL MANUFACTURES 
Apparel 


No difficulty in obtaining adequate supplies expected 
(three companies)... No change expected in material 
prices (two companies). 


Building Materials and Supplies 


See no difficulty in obtaining adequate supplies (four com- 
panies) . . . No change expected in material prices (two com- 


panies) . . . We anticipate difficulty and expect material 
prices to increase . . . Will probably have difficulty in ob- 
taining adequate supplies; material prices are rising somewhat; 
we believe this will hold true during next six months. 


Chemicals 


See no difficulty in obtaining adequate supplies (four com- 
panies) .. . No change expected in material prices (six 
companies) . . . We anticipate some difficulty in obtaining 
adequate supplies . . . Expect some difficulty with one or two 
materials . . . Steel and one or two chemical materials may 
continue to be difficult to obtain . . . Some difficulty in secur- 
ing some items for construction work . . . Expect material 
prices to advance . . . Small rise in prices. 


Food Products 


Expect no difficulty in obtaining adequate supplies (eleven 
companies) . . . See no change in material prices (five com- 
panies) .. . Expect difficulty in obtaining supplies. . . 
There should be a sharp decline in our prices, but I cannot 
say we expect it; we hope for it . . . There is a possibility 
that commodity prices may be higher, owing to shorter crops 
. . . Expect material prices to be slightly lower . . . Material 
prices already have shown some increases; we believe this 
trend will continue . . . Prices slightly lower. 


Leather and Products 


See no difficulty in obtaining adequate supplies (three 
companies) . . . See no change in material prices (two com- 
panies) . . . Expect slight decline in prices. 


-Mining and Quarrying 


Expect no difficulty in obtaining adequate supplies (three 
companies)... No change expected in material prices 
(three companies). 


Paper and Products 


No difficulty in obtaining adequate supplies expected (seven 
companies) . . . No change expected in material prices (five 
companies) . . . Experiencing some difficulty in obtaining 
wood pulp and expect to have difficulty during balance of 
year; also anticipate some advance in prices . . . Certain raw 
materials, such as high-grade pulp, promise to be tight. . . 
Except for wood pulp, which is somewhat scarce, no difficulty; 
some indications that price of wood pulp will be advanced 
from approximately $2.50 to $5.00 a ton effective the third 
quarter . . . Except for chlorine, which may continue tight, 
no difficulty . . . No difficulty in general, but some spots of 
scarcity, such as cellophane and some chemicals . . . There 
has been slight increase along lines of many of our materials 
and supplies, such as machine clothing . . . Prices will prob- 
ably be slightly higher . . . Prices seem to be slowly creep- 
ing upward. 


Petroleum 


See no difficulty in obtaining adequate supplies (six com- 
panies) . . . See no change in material prices (five companies) 
. . . Expect a slight increase in material prices. 


Textiles and Products 


Expect no difficulty in obtaining adequate supplies (eight 
companies) . . . No change expected in material prices (four 
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companies) . . . Supply of raw materials to the jute spinning 


- industries is still subjected to considerable uncertainties as a 
- result of divergent policies pursued by India and Pakistan 


: 


. . . Expect difficulty in obtaining an adequate supply of wool, 


and anticipate further wool price increases . . . Our industry 
still has a shortage of raw materials . . 


. Our raw material is 


wool top, and we might have difficulty in obtaining some of 
_ the finer grades; prices may rise, affecting a good many mate- 
rials. . . The price of wool is rising rapidly . . . Most con- 
_ cerned over high price of cotton and wool, notably the latter, 


‘will continue higher. . 


and extended delivery of same . . . Expect material prices to 
increase . . . Raw material prices are going up and we believe 
. Expect some material prices will 
be lower. 


‘ Miscellaneous 


_ Anticipate no difficulty in obtaining adequate supplies (nine 


- companies) . . . No change expected in material prices (three 
companies) . . . Not much difficulty expected; some stocks are 
tight and some of these prices are still edging upward. . . 


We have already curtailed one of our departments because of 
inability to obtain adequate supplies of imported crude rubber; 
expect material prices to be somewhat higher. . . Some 
changes upward in material prices . . . Slight upward trend 
in general price situation . . . We feel a firming of prices, and 
believe there is a possibility of some slight increase in material 
prices . . . Material costs slightly higher . . . Material prices 
may increase somewhat . . . Expect a gradual softening of 
raw material prices. 


CURRENT INVENTORY LEVELS AS PERCENTAGE 
OF SALES COMPARED WITH BEGINNING OF YEAR 


METAL MANUFACTURES 


Air-conditioning Equipment 

Inventories as percentage of sales are down and will con- 
tinue to decrease quite substantially . . . Close relation to 
orders and shipments . . . Well below;start of year currently, 
and at end of year will be slightly below last year. 


Automobiles and Equipment 

Are approximately the same now and expected to increase 
. . . Same with slight decrease expected during next six 
months. . . Will be 5% higher . . . Same, with no increase 
anticipated .. . Are 18% now compared with 17144% at 
close of 1949; expect a return to 1714% or lower by year end 
. ... Higher, and are still rising slightly . . . Down 10% or 
15% . . . An increase of 35% to 40% since December 31, 
when inventories were low in anticipation of strike, and now 
stabilized . . . Temporarily high as a result of large inventory 
in anticipation of vacation shutdown. 


Electrical Appliances and Supplies 

Higher, but will decline during next six months . . . About 
the same and will build up somewhat . . . Down but will be 
increased moderately to balance operations better. . . 
Slightly lower, and will be decreased further . . . Same, with 
decrease expected . . . Down about 10%, but slightly on the 
increase. . . A little lower. 


Electrical Machinery 
Slightly higher compared with abnormally low ones at 
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beginning of year, and will remain the same . . . Inventories 
15% less, and trending downward. . . Approximately the 
same, with no change anticipated . . . About the same. . . 


No change . . . Lower, but will increase slightly . . . They 
were 37.6% of 1949 sales on January 1, 1950, and 39.3% on 
April 30. . . Ratios about the same. 


Hardware 


Currently 30% higher . . . Considerably lower and still 
decreasing . . . They are 15% higher but will be decreased 
. . . Are lower, with still further decreases planned. . . 
Will be increased because steel has been in short supply for 
several months. 


Heating and Plumbing Equipment 


Holding quite steady . . . About the same, but hope to 
increase certain forms of steel . . . Radically reduced during 
last six months of 1949 and first quarter of 1950, but are 
planning to increase as protection where orders have been 
taken at firm prices... About the same... They were 
3.1 times sales at start of year; they are now 2.5 times sales 
. . . About the same, with possible slight decrease. . . 
No change. 


Industrial Machinery—General 


Are lower, with no change anticipated . . . Are 8% lower 
than at the end of March and will probably increase somewhat 
. . . About the same . . . About the same but increasing. . . 
Now in balance and will remain so. . . Approximately the 
same and no change expected . . . Lower, but will try to 
increase them if materials, principally steel shapes, become 
available . . . Will be increased. 


Industrial Machinery—Specialized 


Slightly lower, and will maintain approximately the same 
percentage . . . Substantially higher, but will be decreased 
although not so low as at beginning of year. . . Slightly 
higher, and will be increased . . . Approximately the same, 
with slight increase expected . . . Lower, with seasonal in- 
crease expected toward end of year . . . About the same, with 
no chance to decrease them. . . Very high, and no change 
expected due to complicated nature of our product. 


Instruments and Controls 


About the same, and will remain so. . . No significant 
change, but the tendency is for inventories to increase. . . 
Virtually unchanged, but would like them higher. . . Very 
slightly lower, and on the decrease. 


Machine Tools 


Already increased as much as necessary . . . About the 
same . . . Down considerably, but will increase slightly . . . 
Inventories in balance and will be increased or decreased with 
operations . . . Unchanged and will not change. . . Approxi- 
mately 6% lower, but will increase to replenish stocks. . . 
Have been gradually reduced; will remain stable. . . Are 
down approximately 10% and hope to reduce them further. 


Office Equipment 


Are down, but will be increased to same level as at beginning 
of year. . . Are relatively low, but on the rise. . . Are un- 
changed and will remain the same. . . Have risen slightly 
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CURRENT INVENTORY LEVELS AS PERCENTAGE 


OF SALES COMPARED WITH BEGINNING OF YEAR 


since beginning of year when they represented four months’ 
sales . . . Will remain low for at least another sixty days, but 
will end the year somewhat higher . . . Are slightly lower and 
will be maintained at same level... Are lower, and no 
change is anticipated. 


Railroad Equipment 

Relationship unchanged, with possibly a small decrease in 
next six months. . . About the same, with no change ex- 
pected . . . Currently 21% based on first four months’ 
sales, compared with 18% at beginning of year; some de- 
crease planned. 


Steel 


Are now trending upward, but will probably be lower than 
at beginning of year . . . Somewhat lower, but will increase 


in next four months if volume continues high . . . Approxi- 
mately the same, with little change anticipated . . . Cur- 
rently on same level and will remain there. . . Are 10% 


higher, but will decrease after third quarter as business slows 
up... Are up, and will go higher as we stock iron ore and 
coal during Lake navigation season . . . Are just about the 
same and hope to maintain them at this position. 


Miscellaneous 


Have significantly increased, and will be increased further 
as a result of abnormally low inventory at start of 1950. . . 
Are 10% higher, but we are working toward a reduction 
. . . Are normal and will be kept at that level . . . Are fairly 
constant and will remain that way . . . Are substantially the 
same, with no change expected . . . Are about the same, but 
are trying to build up unapplied stock of steel . . . Are the 
same, but we intend to increase them. . . Currently 5% 
higher, and will be 10% higher by end of year . . . Are down, 
with no change anticipated... Are 20% higher, but we 
expect to decrease them . . . Are somewhat higher—in pro- 
portion to increased rate of operation and sales . . . Are about 
7% higher but will be decreased. 


NONMETAL MANUFACTURES 


Building Materials and Supplies 
Always a small percentage, owing to bulkiness of product, 


and at no time are more than three weeks’ sales . . . Intend 
to increase them by 7%. . . Are slightly lower; any change 
would be an increase . . . Intend to decrease rather than in- 


crease them . 
greatest demand they will decrease . . 
we intend to increase them. 


. . Are lower, and because this is the period of 
. Have declined, but 


Chemicals 

We contemplate no increase . . . Are at the same percent- 
age and we intend to decrease them slightly . . . Are slightly 
lower; ratio at beginning of year was 20%, and we expect to 
hold them steady at this level . . . No material change; no 
intent to increase or decrease them. . . Are lower and we 
will probably increase them . . . Unchanged, with no signifi- 
cant change expected . . . Approximately the same. 


Food Products 


They change scarcely at all throughout year . . . A definite 


seasonal pattern, with rising trend beginning May or June © 


and continuing until middle or late fall. . . Discounting 
seasonal pattern, smaller; operating on slightly lower inven- 
tories now and expect to continue. . . Are 20% to 25% 
higher; will be decreased during summer and replenished dur- 
ing winter months. . . Are lower, but will be increased for 
heavy fall shipping . . . Are higher, and we intend to increase 


them. . . Are about the same, with no change intended. . . 
Will be down. 
Leather and Products 

No increase or decrease anticipated . . . Are about the 
same, which is normal... Are lower, and will increase 
about 5%. 


Paper and Products 


They compare favorably; we expect to increase them. . . 
They show no appreciable change, they will be increased 
. . . Are slightly down ‘percentagewise, and because of very 
low pulp and wood raw material we expect to increase them 
slightly . . . They are somewhat down and we do not expect 
to be able to correct this situation unless orders fall behind 
production . . . Are almost exactly the same and we do not 
intend to change them... Are about the same and we 
intend no change . . . Expect ratios to remain much the same, 
with any change tending to be a slight increase . . . Are the 
same as at beginning of year and expect to keep them there 
. . . They will be held normal . . . Are the same, with no 
change expected. 


Petroleum 


Are, on the whole, lower, and we expect them to be relatively 
low for the next six months . . . They were 9.5% of annual 


sales on January 1, 6.9% of sales on May 1; we anticipate — 


increase to 11.6% . . . Inventories were excessive on Janu- 
ary 1 (124 days’ supply, including working stocks). By May 1, 
they were liquidated to 106 days’ supply. They may drop a 
little further, to, say, 100 days’ supply by December 1, which 


would be about right . . . They are now a smaller percentage ~ 
and will probably decline further, seasonal factors considered — 


. . . They are down because of seasonal drift and so will 
be increased. 


Textiles and Products 


Inventories are comparatively the same, and we do not 
intend increasing them . . .. They are about the same and we 
would like to decrease them . . . They are much lower, but 
we expect to increase them . . . They are about the same. 
Because of the price increases of raw materials, we see no 
reason for carrying a large inventory . . . They are greater 
because of a bigger backlog; we intend to decrease them be- 
cause the backlog will diminish seasonally . . . They are a 
little higher and will not change. . . Are a bit higher, with 
no change expected . . . Are about the same and no great 
change is expected . . . Are slightly lower and are not ex- 
pected to increase or decrease. 


Miscellaneous 


Are seasonally higher, but hope to maintain them at a 
lower figure by the end of the year . . . They will be constant 
. . . Are about the same; we expect to increase them about 
10% . . . Somewhat lower; are expected to hold at current 
levels . . . Slightly below; will hold about the same. . . In- 
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-ventories gradually being increased to keep up with projected 
sales increases . . . Are lower and will be decreased . . . Are 
somewhat larger as is necessary to improve customer service 
. . . Average for March 222% of sales . . . Approximately 

the same, any change to be slightly downward . . . Lower 
and are not expected to increase . . . Were 50% at beginning 
of year; now slightly less than 40%. We expect them to go 

still lower . . . Are considerably higher. 


| PROFIT OUTLOOK FOR 1950 COMPARED WITH 1949 | 


METAL MANUFACTURES 
Air-conditioning Equipment 


Will be 60% higher. . . Within 5% . . . 25% higher. 


Automobiles and Equipment 


At least 10% to 15% higher, contingent upon competitive 
situation, which is becoming keener . . . Between 15% and 
20% higher, the increase reflecting effect of economy program 
. . . Will be about the same. . . Will be 10% higher. . . 
Higher as a result of 1% greater profit on sales and 5% in- 
crease in sales . . . Will be lower. 


Electrical Appliances and Supplies 


Last year, a loss of $470,000; this year, a small profit. . . 
Up about 20% . . . At least 50% greater . . . A loss in 1949 
but a moderate profit in 1950 . . . Substantially higher. . . 
Will be 25% lower . . . Considerably higher. 


Electrical Machinery 

Will be lower but still satisfactory . . . Will be 20% lower 
. . . Will be down 75% . . . Will be lower . . . Not much 
change expected. ..At least 25% higher. . . About 
15% below. 


Hardware 


Not so good. . . About the same. . 
25% better. 


. Will be at least 


Heating and Plumbing Equipment 

Between 15% and 20% lower. . . Will be 25% to 30% 
less . . . Somewhat below . . . Not materially greater. . . 
Approximately 15% higher . . . After a loss in 1949 expect 
a fair profit in 1950 . . . Will be lower. 


Industrial Machinery—General 


About the same. . . Off 5% to 10%. . . Will be lower 
than last year, which was largest in history . . . Will be 10% 
to 20% lower . . . No change expected . . . Will be some- 
what less... Lower. . . Down about 40%... . Slightly 
lower. 


Industrial Machinery—Specialized 


Will be approximately 50% greater... At least 15% 


below . . . Will be 20% to 30% lower because of decreased 
foreign business. . . Approximately the same. . . Equal 
_... Lower... Less volume and less profit. . . Approxi- 


“mately the same or possibly lower. 
Instruments and Controls 


_ Somewhat higher owing to higher sales volume and de- 
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creased costs... Will be increased . . . Somewhat better 
. . . About the same. 


Machine Tools 


At least 10% to 15% higher . . . Possibly a little higher 
. . . Aloss in 1949; profitable level in 1950 . . . Will be 20% 
to 25% better. . . Higher. . . Will be 10% lower for fiscal 
year ended May 31. . . Strike in 1949 brought about a loss; 
expect this year’s operations to be profitable. . . Not 
greater than 25% or 30% of 1949 . . . Somewhat lower. 


Office Equipment 


Will be 10% to 15% higher . . . In the neighborhood of 
10% above. . . Close to 1949 levels despite small drop in 
sales. This is because of increased production efficiency . . . 
Somewhat lower . . . Will be 20% to 25% greater . . . Will 
be 2% higher. 


Railroad Equipment 

Only 50% to 60% of 1949. . . Appreciably lower... . 
Down as much as operations. 
Steel 


Will compare favorably . . . Better. . . Higher owing to 
increased volume . . . In line or slightly larger . . . As good 


or better... Favorable, considering increased expenses 
. . . Larger. 
Miscellaneous 

Hope for more, as 1949 showed a loss . . . Approximately 
50% higher . . . About 20% lower. . . 1949 a loss year; 
1950 better . . . Undoubtedly lower . . . Not more than half 


of 1949 . . . Will be 15% lower . . . Very appreciably lower 
. . . Considerable improvement. . . Will be 10% to 20% less. 


NONMETAL MANUFACTURES 
Apparel 


Expect 40% greater profits. . . Do not anticipate they 
will be materially lower . . . Profits in 1949 were not satis- 
factory; we do not look for better results in 1950. 


Building Materials and Supplies 


Will be double those of 1949 . . . About 33% higher. . . 
Slightly higher . . . Profit position should at least equal 1949 
. . . About the same. . . Substantially higher. 


Chemicals 


At least 50% better . . . Expect an increase of 16%... 
Profits should be better, principally as a result of increased 
volume in lines representing new developments. . . More 
than 10% higher. . . May be 15% under. . . About the 
same . . . Some improvement . . . Almost the same. 


Food Products 


About half of 1949 . . . Approximately the same. . . It 
is hoped that 1950 will show a profit of 25% or more over the 
relatively low profit in 1949 . . . About the same . . . Profits 
will be slightly above 1949. . . Will approximate those of 
1949 . . . About the same. . . No change. . . Will be up 
5% to 10% . . . Due to reorganization, will be considerably 
reduced. 
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| PROFIT OUTLOOK FOR 1950 COMPARED WITH 1949 | 


Leather and Products 


Would not be surprising if they were 15% below. . . Ex- 
pect profit to be about the same . . . Somewhat higher. 


Mining and Quarrying 


Will be about the same. . . Possibly 25% to 30% less 
. . . Somewhere in the neighborhood of 10% of 1949. 


Paper and Products 


Will be approximately the same . . . Approximately 25% 
to 30% above last year. . . About 15% higher. . . Likely 
to be somewhat lower unless we are successful in arresting or 
reversing trend toward higher costs . . . Expect an increase 
of about 10% . . . Higher by 20% . . . At least 25% above 
last year . . . Approximately the same . . . Higher, probably 
in the range of 15% to 20%. . . Very little higher. . . Off 
20% to 25% from 1949 . . . About equal to those for 1949. 


Petroleum 


About the same or perhaps a small percentage higher. . . 
Approximately at same level. . . Ten per cent below 1949 
. . . Moderately lower . . . Should equal 1949 or be slightly 


higher, possibly as much as 10%. 
Textiles and Products 


Losses will not be so great as 1949 because of economies 
made in manufacturing . . . The same or slightly better. . . 
Expect to earn a reasonable profit . . . Practically the same 
. . . About the same . . . Approximately the same. . . Ten 
per cent higher, owing to increased volume . . . Anticipate a 
much higher percentage of profit. . . Will be in line with 
1949. . . Might be 20% below . . . Approximately the same. 


Miscellaneous 

Expect higher profits . . . Will be 20% higher . . . Expect 
a 10% increase . . . Over one and one-half times 1949 profits 
. . . Slightly lower. . . About the same. . . Will be 50% 
higher . . . Approximately 10% lower. . . Over-all profit 
margins less . . . Considerably lower. 


PRICE OUTLOOK | 


METAL MANUFACTURES 


Air-conditioning Equipment 
No change expected (two companies) . . . An increase on 
some products. 


Automobiles and Equipment 


Expect prices to remain the same (five companies) . . . 
Possibly a gradual increase owing to rise in steel prices 
. . . Will increase . . . Will decrease in some instances as a 
result of competition . . . Some increases recently, but no 
further rise planned. 


Electrical Machinery 


Expect no change in prices (five companies) . . . Have 
already increased about 744% . . . Reductions in some prices 
because of competitive conditions . . . New products have 


been priced slightly higher than they would have been a 
year earlier. 


Electrical Appliances and Supplies 


No change expected in prices (four companies) . . . Prices 
in a downward trend . . . Expect prices to rise. 
Hardware 


Our prices will remain the same (three companies). 


Heating and Plumbing Equipment 


Will maintain current prices (two companies) . . . Prices 
currently unreasonably depressed, but expect them to recover 
somewhat . . . Will increase . . . Prices increased 5% on 
April 1 but we did not make the rise effective on order backlog 
of approximately four or five months. 


Industrial Machinery—General 


No change expected in our prices (six companies) . . . 
Some increases. . . Higher. . . A 5% reduction was made 
on one product April 1. . . Prices are up about 4%, to cover 
increased labor benefits. 

Industrial Machinery—Specialized 


Our prices will stay where they are (eight companies). 


Instruments and Controls 

No change expected in our prices (three companies) . . . 
Our prices are in a general upward movement. 
Machine Tools 


No change expected in prices (two companies) . . . Have 
already announced 5% to 15% increase on certain products 
. . . First general increase, effective May 1 since January, 
1948. Would seriously consider further increases if competitive 
conditions permit . . . General increase of 10% as of March 
. . . Increase in replacement tools only amounting to 3% 
on net sales dollar . . . Modest advance in April. 


Office Equipment 

No change expected in prices (six companies) . . . Will 
increase prices of some products. 
Railroad Equipment 


Will not make any change in prices (two companies). 


Steel 

Expect to make no change in our prices (four companies) 
. . . Any change would be on the downward side. 
Miscellaneous 


Current prices will prevail (eight companies) . . . Moder- 
ate increases probable in some lines; others at 1944 levels, 
except for one important line that was increased 10% on 
April 15. . . Slight increase necessitated by rise in cost of 
raw materials and possible incorporation of pension plan . . . 
Probably up 5% to 10% . . . About 25% lower. 


NONMETAL MANUFACTURES 


Building Materials and Supplies 


Will keep current prices . . . May be forced to increase 
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3% to 5% none May rise slightly . . . Will move upwards 
. . . Possibility of price decreases in one product line. 


Chemicals 


No change expected in prices (five companies) . . . We 
expect, at worst, a minor decline in some prices. . . May 
average was slightly lower . . . Slightly easier. 

Food Products 

No rise contemplated (seven companies) . . . Prices will 

be slightly lower. 
Leather and Products 

No change expected in prices (three companies). 
Paper and Products 

Will maintain current prices (nine companies) . . . We see 
a possibility of prices going a bit higher, depending entirely 
on the general level of business . . . We would not be sur- 
prised to be forced to make some reductions. . . Prices 
may decrease slightly. 

Petroleum 

No change expected in prices (five companies) . . . Prices 

may be slightly higher. 
Textiles and Products 
See no change in prices (four companies) . . . Prices must 


go higher; if not, a substitute such as rayon, etc., must be 
used. Raw materials cannot continually go up without a 
price increase for the same fabrics . . . Because of the in- 
crease in raw wool prices, product prices will probably have 
to be increased. 


Miscellaneous 


No change expected in prices (six companies) . . . Proba- 
bility of slight increase . . . Expect to increase about 10% 


immediately . . . If we should have an increase in labor costs, 
prices would have to go up. . . Approximately 5% increase. 


CAPITAL OUTLAYS DURING SECOND HALF OF 1950 
COMPARED WITH FIRST HALF 


METAL MANUFACTURES 
Automobiles and Equipment 


Approximately 50% larger, which is more than planned. . . 
About 50% higher, and greater than anticipated . . . Going 
according to plan . . . Outlays 90% greater, and 30% more 
than contemplated ... About the same, but more than 
planned... Very much higher... About 20% higher, 
as planned. 


Electrical Machinery 


Forty per cent higher as scheduled . . . A million dollars 
more—and larger than planned . . . About the same... . 
Outlays 50% greater . . . Same level. 


Electrical Appliances and Supplies 


Less . . . Will be a little larger, according to plan... 
Double, as expected . . . Somewhat higher, and more than 
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scheduled . . . Long-range plans will not go into effect until 
completion of layout and market research work . . . About 
the same, but 10% higher than planned . . . Approximately 
the same as expected. 


Hardware 

Same, which is practically nil . . . Will be slightly larger, 
and more than planned ... . Larger, in accordance with 
schedule. 
Heating and Plumbing Equipment 

Considerably larger . . . Equal or greater . . . Larger than 
planned . . . Approximately the same and in line with plans 


. . . Slightly more, and greater than anticipated. 


Industrial Machinery—General 


Will spend more, according to plan . . . Slightly higher and 
larger than expected . . . About 150% of depreciation sched- 
ule, with no change planned . . . Somewhat in excess of first 
half, and larger than scheduled, as a result of improved busi- 
ness. . . Slightly higher than contemplated . . . High level 
maintained in accordance with plan... About the same. 


Industrial Machinery—Specialized 


Approximately doubled, owing to construction of new plant 
for manufacture of products previously obtained from other 
manufacturers, authorized subsequent to January 1... 
Lower, and smaller than planned . . . In excess of first half, 
but in line with schedule . . . None. 


Instruments and Controls 


About the same level as anticipated . . . Will be increased, 
owing to improved outlook . . . Will be substantially in- 
creased over original plans . . . Normal expenditures planned. 
Machine Tools 

Practically nil. ..None planned. ..Somewhat de- 
creased . . . One fourth of first half . . . Normal. 

Office Equipment 


Constant, as budgeted . . . In line with plans. . . Be- 
tween $300,000 and $500,000 more, constituting a slight 
upward revision in original estimate . . . No change in plans 
. .. Approximately three times greater, as planned... 
About the same, but more than expected . . . From 15% to 
20% greater. 


Railroad Equipment 


Same as estimated, or slightly more . . . Higher, as planned 
. . . Slightly higher, with no change in plans. 


Steel 


Somewhat higher, owing to additional projects decided upon 
in first quarter. . . Ten per cent higher than anticipated 
. . . Greater, as budgeted . . . Will be increased by 30%, 
in accordance with estimate. . . Larger than anticipated. 


Miscellaneous 


None. . . At least $100,000 greater than planned... 
Three times larger, definitely more than estimated . . . Less, 
with no change in plans. . . Larger than anticipated. . . 
About the same . . . No unusual change . . . Approximately 
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CAPITAL OUTLAYS DURING SECOND HALF OF 1950 
COMPARED WITH FIRST HALF 


the same as estimated . . . About the same, but larger than 
planned . . . Outlays 20% higher, owing to addition of new 
line of equipment . . . Lower, since major part of moderniza- 
tion program was completed in first half. 


NONMETAL MANUFACTURES 


Building Materials and Supplies 

Expenditures for second half and 1951 to be approximately 
50% of those made in 1949 and in the first half . . . Did not 
have any capital outlays in first half and do not anticipate 
any in second half . . . Will be substantially increased; pro- 
posed outlays are larger now than was planned at start of 
1950 . . . Increase of 56%; outlays expected to remain at 
figure planned. 


Chemicals 

Should run about the same, with no plans for larger outlay 
. . . Will follow closely the pattern for 1949, when we spent 
about two thirds in the first half and one third in the second 
. . . Alittle more than double; planning slightly larger outlay 
than anticipated; because of additional items and items origi- 
nally planned that have been slightly delayed in performance 
. . . Slightly less, with no change in plans. . . Plans are 
double what we anticipated, owing to pressure of business 
. . . About 10% to 15% higher, excluding the purchase of a 
large plant; total outlays including modifications and addi- 
tions to the plant will be appreciably higher than anticipated 
. . . Around 35% less; plans unchanged . .-. Up 150%; larger 
outlays than planned. 


Food Products 


Lower, with no change in plans. . . Much smaller, with 
no change anticipated . . . Plans remain the same. . . No 
change, and plans remain the same . . . No changes expected 


between first and second halves . . . Will be greatly decreased 
. . . Will be higher. . . We anticipate somewhat smaller 
outlays . . . Will be a little larger; our 1950 program un- 
changed . . . We expect total expenditures for 1949 and 1950 

to be about equal, and plans have not been changed. . . 
Estimated $3,500,000 exceeds first half by approximately 
$300,000. 


Mining and Quarrying 

Moderately higher; plans are moderately larger than at 
start of 1950 . . . Substantially less, as modernization pro- 
gram will be completed; no outlays are planned for second half 
. . . Larger, but not larger than we planned. 


Paper and Products 


About the same, with plans slightly larger . . . About half 
those for first half; no change in plans. . . During second half 
of 1949 and first half of 1950 our machine capital expenditures 
were about level, but we will see quite a drop in that depart- 
ment. . . Will probably exceed those in first half; estimates 
have been increased somewhat... Equal. . . Expect in- 
crease, with larger plans for second half. . . Will be slightly 
up... About the same, no marked difference in plans. . . 
Approximately 20% more; projections are in conformity with 
beginning of year plans . . . About fifty per cent greater, and 
plans will remain the same. . . Anticipate an increase in 


: 


payments. . . Increase of approximately $100,000; plans 
increased. 


Petroleum 

A little less; outlays probably will be larger than contem- 
plated in 1950 budget . . . About the same, and slightly 
larger now than planned . . . Running at same level as 1949, 
and should continue so; program has not been expanded . . . 
Same as for first half, with no change in plans. . . About 
10% higher but will be no larger than originally planned. 


Textiles and Products 

Weare making no capital outlays . . . Will be down substan- 
tially, on an almost nominal basis; no change in plans. . . 
Somewhat higher, in line with our planning. . . About the 
same; plans unchanged, with a tendency toward lower capital 
expenditure . . . More than double, with plans remaining the 
same . . . Actual outlay will be larger . . . No plans for sub- 
stantial outlays . . . About the same, with no change in plans. 


Miscellaneous 

About 40% higher, with outlays larger than planned in 
the second half . . . About equal, and our plans call for no 
increase . . . Outlays were small in the first half; they will 
continue very small, percentagewise . . . Anticipate a 75% 
increase, and outlays will be larger than we planned . . . Will 
be perhaps 25% more than what we have budgeted since 
January . . . Will increase approximately 20% from first half, 
this will be about 20% higher than planned. . . Plans 
slightly larger than we anticipated. . . Slightly less than 
first half . . . About 20% higher, and plans are larger than 
expected . . . About the same as 1949. . . Will be reduced 
from first half . . . The same as for the first half... No 
changes anticipated. 


That GM Contract 


(Continued from page 256) 


“The 244% annual improvement factor [4-cent rise 
equals 244%] is somewhat less than the nation’s manu- 
facturers have been able to achieve on the average in 
the last fifty years. . . . We in General Motors have 
subscribed to what we think is the average of what the 
country can do. Of course, we hope to do better our- 
selves and, in addition to raising real wages, continue. . . 
improving our products and reducing our prices.” 


1Speech before National Press Club, Washington, D. C., June 8, 
1950, reported in The New York Times, June 9, 1950. For a discussion 
of wage-productivity relationships, see ““When Should Wages Be 
Increased ?” Studies in Business Economics, No. 23, published by 
Tur ConrereNce Boarp. As to the wage-productivity ratio in the 
economy as a whole, Professor Clark Kerr has found that “man-hour 
output and average hourly earnings in manufacturing moved quite 
divergently in three-fourths of the years, 1919 to 1948 . . .” (Review 
of Economics and Statistics, November, 1949, p. 309). Both Kerr 
(op. cit., p. 306) and Professor Sumner H. Slichter have also doubted 
the possibility of tying wages to productivity on an industry-wide 


basis#without causing serious distortions in the wage structure. — 
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